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CORPORATE PROFILE 


The Royal Canadian Mint is the Crown corporation responsible for minting the nation’s circulation 
coins. It was first established in 1908 as a branch of the British Royal Mint, became an agency of 
the Canadian Government in 1931 and, subsequently, a commercial Crown corporation in 1969. 
Over the years, the Mint has successfully diversified activities beyond Canada’s borders and 


now offers a range of specialized, high-quality coinage products and related services on an 
international scale. 


The Winnipeg plant concentrates its operations on the high-volume production of Canadian 
and foreign circulation coins, tokens and trade dollars, while the Ottawa plant mints Canadian 


and foreign numismatic coins, precious metal Maple Leaf coins and medals. The Ottawa refinery, 
operating since 1911, handles Canadian and foreign gold production. 


H | G H L | 6 H i S In millions except for employees 


1996 1995 

Revenues «»s—s«$3 16.861 $310.005 

Net profit (loss) $1.528 ($1.29) 
Number of employees : 510 550 
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THE GLOBAL LEADER IN MINTING 


THROUGH PEOPLE,INNOVATION AND QUALITY 


WAL 


* 


THE MILLENNIUM 


MESSAGE FROM THE PRESIDENT 


In 1997, the world is only a handful of years away from the Millennium — the end of a thousand years of history 
Never has the world faced such rapid and radical change as now — economic change, political change and, 
most importantly, change in the way we gather information and communicate with each other. The Royal 
Canadian Mint, reoriented and re-energized after a two-year period of renewal, is ready to do business in a 


world in transition. 


The Royal Canadian Mint set out in 1996 to match nearly a century of manufacturing excellence with a 
modernized, market-driven approach to the sale of coins and coin-related products. The key to the Mint's 
successful transition has been people — both those who create some of the finest circulation and numis- 
matic products in the world, and those who deliver them to markets worldwide. 


nwass REMARKABLE ‘ear with tarcers BEING MET AND SURPASSED IN EVERY DIRECTION 


In 1996, to support the growth of innovation and productivity, we invested heavily in our people. We further 
empowered employees, encouraging them to be resourceful and giving them the tools and information they 
needed to measure and improve productivity on a day-to-day basis. Innovation and quality are not new to the 

Mint. What was so revolutionary about last year’s performance was the new spirit which, by fostering trust, 
respect and participation, helped to release the creativity of employees. 


To create the flexibility and responsiveness the Mint needed externally, we also invested in the creation of new con- 
nections with the marketplace. A restructured regional sales force began to forge long-term relationships in emerging 
markets. With highly focused market research, we explored the shape and character of our clientele. Using the latest 
communications technology, we opened up a productive two-way dialogue with the on-line world community. 
It was a remarkable year with targets being met and surpassed in every direction, but the achievement went beyond 
targets. In 1996, the Royal Canadian Mint showed its vitality as a corporation that is able to adapt, adopt 
and follow the thrust of new opportunities. After a year of accomplishment, we are ready to renew Our co 
to the Canadian people to make the Royal Canadian Mint the global leader in minting. This, we intend to do with 
the support of our employees, taking pride in innovation and with total dedication to quality. 


new tools 


mmitment 


amen 


Danielle V. Wetherup Weep: | 
Ao \u OR mes 
President and Master of the Mint \ 
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THE NEWS 1S GOOD. 


AT THE END OF 1996 


THE ROYAL CANADIAN MINT. 


PROFITABLE AGAIN 


I$ 


TURNAROUND ACHIEVED: INTRODUCTION 


The news is good. At the end of 1996 the Royal Canadian Mint is profitable again. The new attitudes, 
systems and technology put in place last year have worked a profound transformation not only in the 
way the Mint addresses the marketplace, but also in the way that people communicate and work 

together in the organization. The results of last year’s efforts are measurable in climbing sales. 


There was a sense of urgency at the Royal Canadian Mint in 1995. For the second time in the Mint's long 
history, the extraordinary quality of its products was not translating into profits. The marketplace had 
changed, leaving the Mint temporarily behind. The challenge of 1995 and 1996 was to transform the cor- 

poration in keeping with new market realities and to restore it to profitability. 


THE RESULTS OF LAST YEAR S$ EF FQ RTS ARE MEASURABLE IN CLIMBING SALES 


The Turnaround Plan recognized that change has become a permanent feature of the international marketplace 
and that only the most efficient, responsive and adaptable corporations would be able to keep pace. The plan also 
recognized that the commitment of employees was fundamental to modernization. That is why the Mint worked 
so hard during the past year to share information, build consensus, plug into the experience and creativity of line 
workers and to give every employee a sense of ownership and pride in the Royal Canadian Mint. 


The Turnaround Plan has succeeded brilliantly. At the end of 1996, the Mint is better informed about and more 
directly in contact with its very diverse market. Production has achieved new heights of efficiency. Sales have grown 
in almost every key area. The client base has grown not only in numbers but also in diversity and geographical rep- 
resentation. And this is only the beginning. The Royal Canadian Mint is entering the third year of its transformation 
with a record of renewed profitability, but also with the people, systems and culture in place to enable it to sustain 


that trajectory of growth. 


This report describes the concrete achievements of 1996. It also shows an organization that has been fundamentally 
renewed, Armed with an updated five-year plan and supported by the skill and commitment of its people, the Royal 
Canadian Mint intends to go on competing successfully for its share of the world market for coins and coin-related products. 
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YEAR OF THE BEAR — THE $2 COIN 


AS] AR PERFORMER 


The $2 coin was the star performer 

of 1996. In less than a year from 

the Government's announcement of the new coin on February 27, 
1995, the Mint designed, produced and ushered this beautiful coin 
into circulation. Every department of the Mint was involved. The 
communications program started early by getting Canadians 
involved in the coin’s design, and the public accepted the coin 
with enthusiasm. Partly for that reason, and partly because the 
Bank of Canada stopped issuing the $2 note on the very day of 

the coin’s launch, demand was intense. The Winnipeg plant 
responded heroically by stepping up production to mint 300 million 


coins in nine months, instead of the projected year and a half. 


Two new high speed presses helped 
the Winnipeg plant to meet the 
demand for 300 million $2 coins in nine 
months instead of eighteen. Each new 
press mints 750 coins a minute compared 


to a maximum of 300 for the old presses. 
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The monumental success of the $2 coin was largely due to a creative 
public awareness program, along with the ingenious nature of products 
associated with the issue. From the Gold $2 coin, which sold out within 
days of being issued, to coin and bank note sets and even a $2 piedfort 
coin, there was a collectible $2 coin product for everyone. In developing 
new numismatic products, the Mint made it a point to investigate and 
respond to the interests of its clientele. That approach translated into 


healthy sales. 


Public opinion polling following the 
release of the $2 coin showed more than 
four out of five Canadians agreed that the 
Royal Canadian Mint produces coins of a 


quality they have confidence in. 


LEADING IN GLOBAL COMMUNICATION 

The Mint built up its on-line communication capacity during the $2 coin 
campaign, encouraging a two-way conversation with an interested 
public. Even children got involved, through the adventures of an on-line 
cartoon character called T.C. (short for “Two-Dollar Coin"). Now, 
Internet is a fundamental element in the Mint's global marketing and 


communications plan. 


A $2 coin lasts an estimated 20 years, 
compared to the one-year lifespan of 
the $2 note. Over 20 years, that means 
savings of $250 million to the Canadian 


taxpayer. 
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A CULTURE TRANSFORMED 


BUYING IN TO (| A\ NGI 


| eee | 


An efficient, flexible and market- 


responsive corporation depends 

on highly committed employees. In 1996, the Mint invited its 
employees to engage in the process of change and to work 
towards the creation of a more participative, informed and 


accountable work force. 


Participation 
Design teams recommended dozens of changes on the plant floor to improve effi- 
ciency, productivity and quality. Individuals responded to the challenge by coming 
up with more efficient processes or by advising on the purchase of new equipment. 
In addition, people from all parts of the Mint helped to hammer out a vision statement 


and core values that give the Mint its new, global sense of direction. 


Interest-based negotiations were 
instrumental in the Mint and the Union 
reaching agreement on a two-year col- 
lective agreement prior to the expiration 
of the current agreement - a first in the 


Mint's labour relations history. 
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Training 

Beginning at the top in 1996, the Mint trained management in the coop- 
erative approaches that are basic to the renewed organization. The 
emphasis was on team-building, communication, coaching and problem 
resolution. And that was only the beginning. The Mint is preparing strate- 
gic training plans that will help employees to keep up with — and con- 
tribute to — the enormous changes around them. These plans will be 


applied in 1997 and beyond. 


Information and accountability 
Through a series of pilot projects, the Mint began to streamline and con- 
solidate operations and to deliver more authority to the plant floor. It 


invited employees to buy into the challenge of productivity and developed 


Mint employees were invited to con- 
tribute their ingenuity to restoring the 
Mint to profitability. One group responded 
by developing a way to re-use dies. The 
new process will significantly reduce the 
quantity of new dies produced, resulting in 


an estimated saving of $75,000 per year. 


electronic tools that would allow every one of its line workers — and not 
just the supervisors — to monitor productivity daily or weekly. 


CONSULTATION AND CONSENSUS 


fg 


The Mint and the Public Service Alliance of Canada prepared for the 


next round of collective bargaining by taking joint training in interest- 


+ 


based negotiations. The establishment of union-management steering 


and consultation committees also contributed to the building of a more 


cooperative spirit. These committees will allow the Union to contribute, 


for example, to position and salary evaluation. 


Employees are helping the Mint improve 
quality and reduce costs. In 1996, the Mint 
was planning to buy a new press worth 
$1.1 million. When line workers reviewed 
the machinery, they instantly pinpointed 
weaknesses in productivity and quality, result- 
ing in a postponement of this investment until 
the supplier could make the modifications 


necessary to meet the Mint’s high expectations. 
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EXCEEDING | AQ EET S 


The Royal Canadian Mint made 

a healthy profit in 1996, 

exceeding the projected $1 mil- 

lion in profits by more than 60%. A substantially improved pro- 
portion of the Mint’s business — 50% — came from numismatic 


products, compared to 35% in 1995. 


MORE FOR LESS 


Management went to its employees to work out appropriate targets for 
improved efficiency. Together they decided to aim for a $700 thousand reduction 
in manufacturing costs for 1996. In fact, as a direct result of employee ingenuity 


and commitment, the Mint reduced its manufacturing costs by approximately $2.5 


million. The Mint benefited from suggestions from the floor that improved efficiency in 


The Mint registered close to $1.7 million 
in pre-tax profits in 1996, exceeding a 


budgetary target of $1 million. 
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dozens of areas, including more economic use of materials, streamlined 
operations and lower reject rates. Employees did more than accept the 
need for change; they threw themselves into the process. 

INSTANT PERFORMANCE FEEDBACK 

All over the world, companies like the Royal Canadian Mint are con- 
fronting the need to do more for less in the 1990s, and that means better 
performance measurement. The Mint met the challenge in 1996 by laun- 
ching Activity Based Costing - ABC — as a pilot project. ABC breaks 
down the financial walls between departments by allowing managers to 


look at costs in a new, cross-sectoral way. By synthesizing costs from dif- 


ferent areas — for example, engineering, purchasing, the launch and legal 


The Mint appealed to employees to help 
reduce manufacturing costs by $700 
thousand. The employees responded so 
creatively that the savings amounted to 


approximately $2.5 million. 


activities — managers can identify the road to maximum profitability. The 
system will be introduced corporate-wide in 1997. 

WORTH ITS WEIGHT IN GOLD 

Two new high-speed presses — part of the Mint's Capital Acquisitions 
Program — deliver 750 strokes a minute, compared to the previous 300. 
That represents a huge leap in productivity and makes the Mint emi- 
nently competitive on the world market for circulation coins. The Mint 
also invested in a vision sorting machine able to assess 2,000 blanks a 
minute for 40 different characteristics, thus improving the quality of circu- 
lation coins. The speed and capacity of the new equipment means that it 


will have paid for itself in less than five years. 


The Mint now has the capacity, when 
all its presses are running, to produce 


150 circulation coins per second. 
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BUILDING NEW RELATIONSHIPS ABROAD 


h\ |. MARKETS 


It was a boom year for foreign 
circulation sales. In 1996, the Mint 
signed contracts for 1.6 billion coins for the next year, compared to 
total sales of 814 million for the current year. The 1995 reorganiza- 
tion of the sales group and recruiting of new expertise bore fruit 

in 1996 in the form of a more aggressive, customer-oriented 
sales group. In particular, by dividing the sales department into 
global regions instead of product lines, the Mint generated 

more focused and efficient client-service worldwide. As a 
result, the Mint expanded its market share in Africa and Asia 

and broke into a number of new markets, most notably presti- 


gious Hong Kong. The creation of a new region for Asia Pacific 


responded to the growing importance of that geographical sector. 


An historic deal! The Royal Canadian 
Mint contracted to produce a com- 
memorative gold coin for Hong Kong 
to mark the reunification with China 
in 1997. This is the first coin to be struck 
for Hong Kong by any organization 
other than the British Royal Mint. 
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BUILDING INTERNATIONAL ALLIANCES 

In 1996, the Mint signed a contract to transfer assay intelligence to the 
Ukraine. In Guyana and Surinam, the Mint is providing training and assist- 
ance for the installation of assay laboratories. Both Guyana and Surinam, 
among other national and international clients, trust the Royal Canadian 
Mint to refine their gold. The Royal Canadian Mint hallmark is recognized 


worldwide as an indisputable guarantee of weight and purity. 


LONG-TERM PLANNING BOLSTERS GOLD SALES 


Recognizing that the world market for gold bullion coins has been 
shrinking, the Mint laid its plans and, in 1996, that foresight paid off. In 
the world overall, it succeeded in maintaining its market share even 


though the volume of sales dropped. At the same time, imaginative new 


The Royal Canadian Mint attended the 
signing of a free trade agreement 
between Canada and Chile. As links 
between the Canadian and Chilean mining 
sectors develop, the Mint stands to benefit 


from new refinery business. 


marketing partnerships with key American distributors allowed the Mint 
to achieve a remarkable increase in bullion coin sales in the United 
States. In terms of total revenue, growth in other product lines more than 
compensated for decreases in gold revenues. 
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Sales representatives from the Mint attended 25% more trade shows ir 
1996 than in the previous year. The strong Canadian presence at presti- 
gious shows in Basel, Munich, Stuttgart, Athens, Singapore, Hong Konc 
Tokyo, Beijing, Denver, Mexico and others kept the Royal Canadian Mi 
and its products in the eyes and minds of purchasers worldwide. Plat 
are underway now for an even more aggressive presence at internatiol 


al gatherings in 1997. 


Sales of foreign coinage doubled with 
contracts for 1.6 billion coins already 
signed for 1997, compared to sales of 


814 million coins for the current year. 
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It is a global reality - to compete 

effectively, companies of the 1990s 

have to be able to respond quickly and constantly to a highly 
fluid market. To do that, they need the information, processes 
and technology that will put them into direct, consistent 


and long-term contact with their clientele. 


Information 
The Mint initiated a comprehensive market research program, beginning with 
a survey of the numismatic market in 1996. Market research has already 
helped the Mint to define customer priorities. The new information is being fed 
back into product development and into the process of meeting client expecta- 


tions in terms of mail order fulfillment - for example, in the timing of deliveries. 


Targeting buyers 
Every time the Mint reached out through direct mail to contact a new group of clients, an 


increase in sales resulted. Supported by a comprehensive multimedia advertising strategy, a 


Recent research negates a commonly 

held view that collectors are an aging 

group and diminishing market. A Mint 
survey established that most collectors 


are aged between 35 and 55. 


number of very successful campaigns — including Gold, Wildlife and 
Aviation — were delivered in 1996. In order to expand its mailing lists in 
specific directions, the Mint formed a number of promotional partner- 
ships, for example with the Royal Canadian Geographical Society. The 
lists acquired through these partnerships will be maintained and nurtured 


over the years as the key to successful relation-building. 


Technology 

Internet is a global phenomenon, and the Mint has embraced it as the com- 
munications tool of the future. In 1996, the Mint set out to build a virtual 
gateway into the corporation, and thousands of on-line browsers came in to 
look around. Members of the world’s on-line community are invited to shop 
from an on-line catalogue. Teachers can instruct their students using the 
Mint’s on-line educational modules. Surfers can ask questions of or make 
comments directly to the Mint. By establishing a two-way dialogue with 
potential customers, the Mint is doing more than creating awareness and 


interest; it is building long-term relationships in the marketplace of the future. 


New partnerships and increased 
market targeting led to a 22% 
increase in revenue over 1995 from 


the Mint’s direct mail business. 


DeESV Este OePaIsN Gea NtEW: Ss PeR OD Ur Ctss 

The popular $2 coin program offered a wide selection of original products, 
including a bi-metallic gold $2 coin, coin and bank note sets and the Mint's 
first ever piedfort coin, all featuring new packaging designed to appeal to 
the large audience excited by the issue of Canada’s first bi-metallic coin. 
Virtually all the $2 products met or exceeded their ambitious sales targets 
with over 270,000 units sold. 

GIVING FREQUENT BUYERS A BREAK 

Market responsiveness means recognizing customer loyalty in a positive 
way. To reward and encourage frequent buyers, the Mint introduced a 
pilot project in 1996 called the Automatic Reservation Plan. The system 
allows repeat customers to register in advance for future product issues. 
Privileged customers will be guaranteed advance notice and first choice 


of new numismatic coin issues. 


The Royal Canadian Mint on-line 
receives over 100 visitors each day, 
and added 250 new customers to 
the Mint’s direct marketing mailing 


list within three months. 
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Financial Review 


The Royal Canadian Mint's Turnaround Plan, which was adopted in 
1995, proved its worth in 1996 by returning the Mint to profitability. 


Indeed, profits of $1.663 million before taxes in 1996 
substantially exceeded the Corporate Plan target of $1.0 
million and compared very favourably to losses of $1.175 


million in the previous year. 


The current year's success came largely from actions taken to 
improve productivity, control costs and increase sales, and 
helped to increase gross profit to 12.2 percent of revenue, 
compared to 9.7 percent in 1995. 


Thanks largely to the success of the new $2 coin products, 
which generated over $9.6 million in revenues, numismatic 
coin sales increased 45 percent over the previous year. The $2 
products included combinations of coin and bank note, gold 
and silver versions and the piedfort (twice the thickness of 
circulation coins). All 5,000 of the $2 gold coins sold, and 
almost 10,000 of the piedfort were purchased within two 
weeks of the issue date. 


In 1996, the gold market featured little price volatility to attract 
investors and stimulate sales. Early in the year, gold prices 
briefly exceeded US$400 per ounce, then fell below that level, 
where they remained for the rest of 1996. Sales volumes of 
the Gold Maple Leaf declined to 219,848 ounces (compared 

to 326,279 ounces in 1995). However, interest in the Platinum 
Maple Leaf grew, with a 113 percent increase in sales volume 
over 1995. 


Royal Canadian Mint 


_ Sales of foreign circulation coins were healthy with 814 million 


pieces being minted under contract to 12 national governments 


for revenues of approximately $18 million. 


The Mint borrows gold, platinum and silver for work-in-process 
and finished goods inventory. During 1996, improved inventory 
management dramatically reduced the borrowing requirements 
for precious metals, thus minimizing lease costs. A review of 
obsolete products and materials at year end, including dated 
packaging and tooling, resulted in a write-off of $600,000 
(compared to $700,000 in 1995). 


Strategic investments in marketing, where expenditures 
increased by $4.992 million, included investments in market 


and product research and targeted promotional expenditures. 


Improved management of accounts receivable and lower 
inventory balances resulted in a significant improvement in 


cash and short-term investments. 


The small balance on long-term loans ($98,000) continued 
to be repaid according to the debt repayment schedule. 
Short-term borrowings of approximately $3 million were 


repaid in early 1996. 


Capital asset spending of $5.7 million funded the acquisition 
of production equipment that increased efficiency, enhanced 


quality and improved the Mint’s competitive position. 
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Management Report 


The financial statements contained in this annual report have been 
prepared by Management in accordance with generally accepted 
accounting principles in Canada and the integrity and objectivity of the 
data in these financial statements are Management's responsibility. 


Management is also responsible for all other information in 
the annual report and for ensuring that this information is 
consistent, where appropriate, with the information and data 


contained in the financial statements. 


In support of its responsibility, Management has developed and 
maintains books of account, records, financial and management 
controls, information systems and management practices. 

These are designed to provide reasonable assurance as to the 
reliability of financial information, that assets are safeguarded 
and controlled, and that transactions are in accordance with the 
Financial Administration Act and regulations as well as the Royal 


Canadian Mint Act and by-laws of the corporation. 


The Board of Directors is responsible for ensuring that 
Management fulfills its responsibilities for financial reporting 


and internal control. The Board exercises its responsibilities 


through the Audit Committee which includes a majority of 
members who are not officers of the corporation. The Committee 
meets with Management and the independent external auditor 
to review the manner in which these groups are performing their 
responsibilities and to discuss auditing, internal controls and 
other relevant financial matters. The Audit Committee has 
reviewed the financial statements with the external auditor and 
has submitted its report to the Board of Directors. The Board of 


Directors has reviewed and approved the financial statements. 


The corporation's external auditor, the Auditor General of 
Canada, audits the financial statements and reports to the 


Minister responsible for the Royal Canadian Mint. 


Os 


Danielle V. Wetherup 
President and Master of the Mint 


BereRginn 


Beverley A. Lepine 


Vice-President, Administration and Finance 


Ottawa, Canada 
February 24, 1997 
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Auditor’s Report 


To the Minister of Public Works and Government Services 


| have audited the balance sheet of the Royal Canadian Mint as 
at December 31, 1996 and the statements of operations and 
retained earnings and changes in financial position for the year 
then ended. These financial statements are the responsibility of 
the corporation's management. My responsibility is to express 


an opinion on these financial statements based on my audit. 


| conducted my audit in accordance with generally accepted 
auditing standards. Those standards require that | plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as 


evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all 


material respects, the financial position of the corporation as 


__at December 31, 1996 and the results of its operations and 


the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, | report that, in 
my opinion, these principles have been applied on a basis 


consistent with that of the preceding year. 


Further, in my opinion, the transactions of the corporation that 
have come to my notice during my audit of the financial state- 
ments have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 


Royal Canadian Mint Act and by-laws of the corporation. 


ee 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
February 24, 1997 
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Balance Sheet 


as at December 31, 1996 (in thousands of dollars) 
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1996 1995 
Assets A 
Current 
Cash and short-term investments $4,203 => = 
Accounts receivable 8,414 13,189 
Prepaid expenses 1,402 1,228 
Inventories (note 3) 27,975 32,309 
38,994 46,726 
Capital assets (note 4) 46,485 43,992 
$85,479 $90,718 
Liabilities 
Current 
Bank indebtedness $ - $ 3,386 
Accounts payable hs. 18,397 
Current portion of loans (note 5) 76 3,096 
Deferred revenues 1,358 655 
19,147 25,534 
Long-term 
Loans (note 5) 22 98 
Provision for employee termination benefits 5,465 5,769 
5,487 5,867 
Shareholder’s equity 
Share capital (authorized and issued, 4,000 non-transferable shares) 40,000 40,000 
Retained earnings 20,845 19,317 
60,845 59,317 
$85,479 $90,718 
ees Approved by Management Approved on behalf of the Board of Directors 
a) aN ere BerreRipine dre AS = Bee 
Danielle V. Wetherup Beverley A. Lepine Dr. Jose A. Blanco 
President and Master of the Mint Vice-President, Administration and Finance Chairman 
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Royal Canadian Mint 


Statement of Operations and Retained f£arn 


for the year ended December 31, 1996 (in thousands of dollars) 


A OE A AR EE RSE 


1996 1995 

Revenues $316,861 $310,005 

Cost of goods sold 278,154 280,024 

Gross profit 38,707 29,981 
Other expenses 

Marketing 22,664 17,672 

Administration 11,526 10,999 


Depreciation 3,135 2,987 


37,325 31,658 


Income (loss) from operations 1,382 (1,677) 
Interest income 391 og5 
Interest expense (110) (93) 
Income (loss) before income tax 1,663 (1,175) 
Income tax (note 6) 135 124 
Net profit (loss) 1,528 (1,299) 
Retained earnings, beginning of year 19,317 20,616 
Retained earnings, end of year $ 20,845 $ 19,317 
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Statement of Changes in Financial Position 


for the year ended December 31, 1996 (in thousands of dollars) 


1996 1995 
Operating activities 
Net profit (loss) $1,528 $ (1,299) 
Item not affecting funds: 
Depreciation 3,135 2,987 
4,663 1,688 
Net change in non-cash working capital $955 (11,899) 
Increase (decrease) in provision for employee termination benefits (304) 68 


13,314 (10,143) 


Investing activities 


Additions to capital assets (net) (5,628) (2,221) 

Financing activities 

Repayment of loans from Canada (76) (2,674) 

Other loans (3,021) 3,021 
(3,097) 347 

Increase (decrease) in cash 4,589 (12,017) 

Cash and short-term investments (bank indebtedness), beginning of year (3,386) 8,631 


Cash and short-term investments (bank indebtedness), end of year $ 1,203 $ (3,386) 
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Royal Canadian Mint 


December 31, 1996 


Notes to Financial Statements 


a erence 


1. Authority and objectives 

The Mint was incorporated in 1969 by the Royal Canadian 
Mint Act and is an agent corporation of Her Majesty named in 
Part Il of Schedule Ill to the Financial Administration Act. The 
objectives of the Mint are to mint coins in anticipation of profit 


and to carry out other related activities. 


2. Significant accounting policies 
a) Inventories 


Raw materials and supplies are valued at the lower of cost and 
replacement cost, cost being determined by the average cost 
method. Work-in-process and finished goods are valued at the 
lower of cost and net realizable value, cost being determined 


by the average cost method. 


b) Capital assets 
Capital assets are recorded at cost and depreciated under the 
straight-line method at the following annual rates: 


Land improvements 2 1/2% 
Buildings 2 1/2% 
Equipment 10% 


c) Deferred revenues 
Payments received in advance on sales are not recognized as 


revenue until the products are shipped. 


3. Inventories 
(in thousands of dollars) 


The Mint may borrow money from the Consolidated Revenue 
Fund or any other source, subject to the approval of the 
Minister of Finance with respect to the time and the terms and 
conditions, but the aggregate of the amounts loaned to the 


Mint and outstanding at any time shall not exceed $50 million. 


d) Employee termination benefits 

Employees are entitled to specific termination benefits as 
provided under their collective agreement and terms of 
employment. The liability for these benefits is charged to 


income as benefits accrue to the employees. 


e) Pension plan 

Employees participate in the Public Service Superannuation Plan 
administered by the Government of Canada. The corporation's 
contributions to the Plan are limited to an amount equal to the 
employees’ contributions on account of current services and 
are charged to operations on a current basis. The corporation 

is not required to make contributions with respect to actuarial 


deficiencies of the Public Service Superannuation Account. 


1996 1995 

Raw materials $13,310 $16,472 
Work in process 7641 6,724 
Finished goods 4.406 6,160 
Supplies 2,618 2,953 
$27,975 $32,309 


In order to facilitate the production of precious metal coins, 
the Mint borrows the quantity of gold, platinum and silver 
required and pays interest based on the value of these metals 
established on the commodity markets. As at December 31, 


a 
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1996, 91,095 ounces of gold, 756,166 ounces of silver and 
2,448 ounces of platinum (1995 - 238,509 ounces of gold, 
1,099,818 ounces of silver and 12,080 ounces of platinum) 
were borrowed and are not reflected in these statements. 
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Notes to Financial Statements 


December 31, 1996 


ee  ————— 


4. Capital assets 
(in thousands of dollars) 


Cost 
Land $ 3,226 
Land improvements 914 
Buildings 44,723 
Equipment 44,533 


1996 1995 


Accumulated Net Book Value Net Book Value 


Depreciation 


$ = $ 3,226 $ 3,226 

655 259 273 
15,638 29,085 29,801 
30,618 13,915 10,692 


a eae re a 


$93,396 


$46,911 $46,485 $43,992 


ST 


5. Loans 
Long-term loans are from Canada and bear interest at annual 


rates of 8.75% and 9.50% and are repayable in annual 


6. Income tax 
The corporation's 1996 income tax relates solely to the large 


corporations tax. The corporation's expected income tax rate 
is the net federal statutory rate (including surtax) of 39.12% 
less the manufacturing and processing deduction of 7.0%. 
The 1996 effective tax rate is zero, exclusive of the large 
corporations tax, due to the utilization by the corporation of 
previously unrecognized losses. The 1995 effective tax rate is 
zero, exclusive of the large corporations tax, due to the loss 


realized in that year. The corporation has income tax losses of 


7. Related party transactions 
The Corporation is related in terms of common ownership to all 


Government of Canada owned entities. The Corporation enters 
into transactions with these entities in the normal course of 


business, under the same terms and conditions that apply to 


8. Short-term investments and other financial instruments 


In accordance with the Corporation's investment policy, all 
short-term investments are rated R-1 low or better by the 
Dominion Bond Rating Service or AA or better by Moody's 
Investors Service. The average term to maturity of the short-term 
investments is less than 30 days. The Corporation uses financial 


instruments such as forward contracts to reduce risks on foreign 


instalments of $76,115 in 1997 and $22,265 in 1998. 


approximately $5.5 million (1995 - $5.9 million) the benefits 
of which have not been recognized, and which are available 
to reduce taxes payable for years up to 2002. In addition, the 
corporation has differences between the tax and accounting 
values of the assets, largely existing at the date it became 
subject to income tax, for which future deductions are available 
in the amount of approximately $25.6 million (1995 - $26.1 


million). The corporation is not subject to provincial income taxes. 


unrelated parties. Transactions with the Department of Finance 
related to the production and delivery of Canadian circulation 


coins are generally carried out on a cost plus basis. 


exchange and metal prices. At year end, the net book value 

of the Corporation's foreign exchange forward contracts, all 
maturing in 1997, totalled $4 million Canadian ($5 million in 
1995) and approximated the fair market value. Gains or losses 
on hedges are recognized in earnings over the period when the 


hedged items are recognized in earnings. 
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316.9 


309.6 310.0 


9255939594559575.96 92 93 94 95 96 92 93 94 95 96 

Revenues _ in millions Net income (loss) _ in millions Capital assets — at cost in millions 
13.6% 

68.3 09.1 1027 


60.6 593 60.8 


(4.3%) (1.7%) 


92 93 94 95 96 92 93 94 95 96 92 93 94 95 96 
Shareholder’s equity in millions Total assets in millions Return on capital 
763 
73% 
610 = 
563 550 fs 
510 Se 
0.12 5 
p= 
=< 
© 
lor) 
lor) 
0.05 0.05 
92 93 94 95 96 92 93 94 95 96 92 93 94 95 96 
Debt to equity ratio Export sales — % of total sales Number of employees 
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779.8 788.3 25 
600.3 
92 93 94 95 96 92 93 94 95 96 92 93 94 95 96 
Canadian circulation coins Coinage for the world Refining services 
production in millions of pieces production in millions of pieces gross weight received in millions of Troy ounces 
1S 
12.5 2088.0 
9.4 
0.3 ONO a} 
= ioe mason} 
92 93 94 95 96 92 93 94 95 96 92 93 94 95 96 
Canadian numismatic coins Medals, tokens and trade dollars Total production 
sales in millions of pieces production in millions of pieces production in millions of pieces 
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Canadian circulation coinage — Production in 1994,1995 and 1996 (1) 


1996 1995 1994 
Total Total Total 
Pieces Pieces Pieces 
Coinage dated 1993 < 
$1 = 
50¢ = 
254 18,573,000 
10¢ 19,073,000 
5¢ = 
1¢ 56,551,000 
Coinage dated 1994 
$1 4,169,000 36,237,000 
50¢ = 987,000 
25¢ 2,655,000 75,015,000 
10¢ 25,701,000 120,099,000 
5¢ 395,000 98,957,000 
\¢ = 639,516,000 
Coinage dated 1995 ae a 
$1 = 31,282,000 10,531,000 
50¢ = 626,000 _ 
25¢ 16,908,000 72,302,000 _ 
10¢ 8,481,000 115,394,000 = 
5¢ 252,000 78,528,000 = 
1¢ 65,936,000 559,047,000 = 
Coinage dated 1996 
$2 345,690,000 17,600,000 = 
$1 17,101,000 = = 
50¢ 381,000 77,000 = 
25¢ 27,389,000 - = 
10¢ 34,281,000 _ = 
5¢ 36,494,000 = = 
l¢ 445,746,000 = = 
Total (all dates ) 
$2 345,690,000 17,600,000 = 
$1 17,101,000 35,451,000 46,768,000 
50¢ 381,000 703,000 987,000 
25¢ 44,297,000 74,957,000 93,588,000 
10¢ 42,762,000 141,095,000 139,172,000 
5¢ 36,746,000 78,923,000 98,957,000 
\¢ 511,682,000 559,047,000 696,067,000 
Total 998,659,000 907,776,000 1,075,539,000 


ee a 


(1) Figures are rounded to the nearest thousand pieces. 
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Statistics - Table 2 


Canadian circulation coinage — Cumulative production up to December 31,1996 (1) (2) 


DN ss sss _—_____ 


1993 1994 
$2 2 : 
$1 33,662,000 40,406,000 
50¢ 393,000 987,000 
25¢ 73,758,000 77,670,000 
10¢ 135,569,000 145,800,000 
5¢ 86,877,000 99,352,000 
1¢ 808,585,000 639,516,000 


(1) Total coins of each date and denomination, regardless of the calendar year in which they were produced. 


(2) Figures are rounded to the nearest thousand pieces. 


1995 


41,813,000 
626,000 
89,210,000 
123,875,000 
78,780,000 
624,983,000 


1996 


363,290,000 
17,101,000 
458,000 
27,389,000 
34,281,000 
36,494,000 
445,746,000 
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Canadian circulation coinage issued in 1996 (1) — Geographic distribution (2) 


Statistics - 


Table 3 


eee 


Province City (3) $2 $1 50¢ 25¢ 10¢ 5¢ 1¢ 
Newfoundland St. John's 4 800,000 90,000 - - 100,000 100,000 8,305,000 
New Brunswick Saint John 10,868,000 58,000 - 120,000 1,650,000 240,000 17,645,000 
Nova Scotia Halifax 11,112,000 - - - 175,000 200,000 12,255,000 
Québec Montréal 65,300,000 504,000 - 48,000 1,093,000 1,034,000 11,568,000 
Ontario Ottawa 20,100,000 954,000 - — 1,415,000 1,232,000 20,260,000 
Toronto 94,800,000 3,311,000 - — 6,790,000 5,248,000 138,330,000 

Manitoba Winnipeg 11,020,000 360,000 — 1,360,000 2,750,000 1,694,000 26,765,000 
Saskatchewan Regina 9,098,000 625,000 — 1,600,000 2,430,000 786,000 18,705,000 
Alberta Calgary 16,663,000 2,274,000 - 310,000 2,525,000 864,000 23,100,000 
Edmonton 9,888,000 384,000 — 1,960,000 8,367,000 6,274,000 31,790,000 

British Columbia Vancouver 39,919,000 1,020,000 - —  4400,000 2,764,000 59,435,000 
Sundry persons (4) 1,697,000 213,000 453,000 480,000 568,000 630,000 1,087,000 
Total 295,265,000 9,793,000 453,000 5,878,000 32,263,000 21,066,000 369,245,000 


(1) Figures are rounded to the nearest thousand pieces. 
(2) The dates on the coins are not always the same as the calendar year in which they were issued. 
(3) The coins were issued to financial institutions in these cities. 


(4) The figures for Sundry persons do not include numismatic coinage purchases. 
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Canadian numismatic coinage issued — as of December 31, 1996 bearing the dates 1995 and 1996 (1) 


—— 


1996 1995 (2) 
Pieces Pieces 
Platinum Coin set (999.5 Pt) (3) 423 569 
Proof Platinum Coin (999.5 Pt) 1/2 oz. 100 193 
Proof Platinum Coin (999.5 Pt) 1/10 oz. 489 523 
$200 (916.7 Au) 22 karats 7,508 9,579 
$100 (583.3 Au) 14 karats 17,973 18,195 
Silver Aviation Series II 
Coin #1 Fleet-80 Canuck - 17,438 
Coin #2 de Havilland Canada DHC-1Chipmunk - Vf 
Coin #3 Avro Canada CF-100 Canuck 14,635 = 
Coin #4 Avro Canada CF-105 Arrow 18,392 _ 
$1 (925 Ag) Proof 129,343 166,259 
$1 (925 Ag) Brilliant uncirculated 57,185 61,819 
Proof set (4) 107,511 101,560 
Special Edition Proof set (5) - 49,802 
Specimen set (6) 60,503 7326 
Uncirculated set (6) 116,736 143,892 
Baby Uncirculated Gift set (6) 51,910 36,443 
Oh Canada! Uncirculated set (6) 29,747 50,927 
Peacekeeping proof $1 (aureate) = 43,293 
Fifty Cent Proof (925 Ag) 167,627 17238 
$2 Gold Coin 5,000 - 
$2 Proof Piedfort and Bank notes set 9,665 = 
$2 Proof Coin 65,230 - 
$2 Uncirculated Coin 73,546 - 
$2 Proof Coin and Bank note set 28,117 = 
$2 Uncirculated Coin and Bank note set 89,388 - 


(1) Coins reported as issued are not necessarily all delivered in the same calendar year and therefore do not correspond to reported sales. 
(2) Revised figures. 

(3) Four-coin set. 

(4) Seven-coin set, including a $1 (925 Ag) and a $1 (aureate). 

(5) Seven-coin set, including a $1 (925 Ag) and a Peacekeeping Proof $1 (aureate). 


(6) Six-coin set. 
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Maple Leaf coinage — Sales in ounces for 1995 and 1996 


1996 1995 
Gold Maple Leaf coinage 
$50 (9999 Au) 143,682 208,729 
$20 (9999 Au) 33,123 ey Fests 
$10 (9999 Au) 22,287 31,899 
$5 (9999 Au) 17,922 29,489 
$2 (9999 Au) 8 285 
$1 (9999 Au) 2,826 4296 
Total (ounces ) 219,848 326,279 
Platinum Maple Leaf coinage 
$50 (9995 Pt) 62,273 25,829 
$20 (9995 Pt) 2,745 3,154 
$10 (9995 Pt) 1,540 1,631 
$5 (9995 Pt) 882 894 
$2 (9995 Pt) 8 89 
$1 (9995 Pt) 82 23 
Total (ounces ) 67,530 31,620 
Silver Maple Leaf coinage 
$5 (9999 Ag) 250,445 326,244 
Total (ounces ) 250,445 326,244 
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Statistics - Table 6 


Refinery operations for 1995 and 1996 


Gross weight Refined gold (9999) produced _ Refined silver (999) produced 

(Troy ounces ) (Troy ounces) ” (Troy ounces) ” 
Deposits from Canadian Mines 1996 1995 1996 1995 1996 1995 
Québec 628,102 500,215 458,644 367,967 116,656 90,079 
Ontario 597,063 590,856 495,035 489,116 62,381 69,462 
Saskatchewan 11 25,346 6 22,594 3 791 
British Columbia 103,583 95,516 88,998 79831 10,123 10,510 
Northwest Territories 262,175 275,657 209,930 226,277 41,309 44,727 
Total 1,590,934 1,487,590 1,252,613 1,185,785 230,472 215,569 
Deposits from other sources 889,412 661,064 747,847 = 545,502 53,977 47,812 
Total 2,480,346 2,148,654 2,000,460 1,731,287 284,449 263,381 


(1) These figures refer only to the silver produced as a by-product of the refining of gold. 


(2) Expressed in terms of Troy ounces of fine gold. 
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Royal Canadian Mint Victory Design Inc. 
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THE BUSINESS OF THE MINT 


PRODUCTS AND SERVICES The Royal Canadian Mint is a 
Crown corporation mandated by Parliament to produce 
circulation coins for the Canadian public when required, 
in the quantities needed and at reasonable cost. In 
addition, the Mint manufactures foreign circulation and 
numismatic coins under contract to foreign governments 
and produces an array of numismatic coins commemo- 
rating important Canadian themes 
and events. It also strikes some of the 
world’s finest and most highly valued 


investment coins and coin products. 


CORPORATE ENVIRONMENT The Royal 
Canadian Mint operates in an envi- 
ronment of intense competition, 
vying for circulation coin business 
with a small number of top-ranked 
national mints including the British Royal Mint and the 
South African Mint. The world’s leading mints offer sim- 
ilar products and services, and the competition keeps 
profit margins relatively low. Newer mints that lack the 
long history or outstanding reputations of the industry 
leaders nevertheless challenge the established mints 
through strategic pricing. 

The Royal Canadian Mint has always demonstrated a 
superior level of quality, creativity and innovation in its 
numismatic lines. Despite the .fact that innovations 


achieved by the Royal Canadian. Mint are imitated by 


eee ; ra 


- 


competitors in very short order, the Mint still manages 
to lead through aggressive marketing and by delivering 
superior quality products on time. 

An advantage that many of the Mint’s competitors 
enjoy is a relatively flexible legislative and financial 
framework that allows them to operate more aggressively. 
Changes to the Royal Canadian Mint Act will soon give the 
Mint the flexibility it needs to operate 
more effectively as an international 


business. 


INDUSTRY OUTLOOK The challenge for the 
Royal Canadian Mint is to continue its 
: long-standing record of innovation 
and excellence and, at the same time, to 
conceive a range and variety of new 
products that will appeal to the new 
markets that research has identified. At the same time, the 
Mint must continue to maintain profit margins by improv- 


ing productivity and lowering costs. 


ENVIRONMENTAL PROGRAM The Royal Canadian Mint 
carefully and consistently monitors environmental 
performance to ensure that it provides a secure workplace 
for its employees and that it operates as a good corporate 
citizen of Canada. The new Environmental Management 
System introduced in 1997 ensures sound environmental 


performance. 


1998 HIGHLIGHTS 


INCOME BEFORE INCOME TAX OF $4.7 MILLION IS HIGHER THAN LAST 


YEAR’S RESULT OF $4.1 MILLION © REVENUES INCREASED BY $85 MILLION TO 


$511 MILLION ¢ RETURN ON EQUITY OF 7.0% IS ABOVE LAST YEAR'S RESULTS ¢ 


DEBT TO EQUITY RATIO OF 0.69:1 INCLUDES BORROWING FOR THE PLATING FACILITY 


e NUMBER OF EMPLOYEES INCREASED TO 769 AT YEAR END © EXPORT REVENUES 


REMAINED HIGH AT CLOSE TO 80% OF TOTAL REVENUES 


—- ee 
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FROM THE CHAIR 


THE BOARD IS PLEASED THAT THE ROYAL CANADIAN MINT CONTINUED TO ACHIEVE AN EXCELLENT LEVEL OF PROFITABILITY IN 1998. THE 


BOARD HAS GUIDED THE MINT THROUGH THE DEVELOPMENT OF AN EFFECTIVE STRATEGIC PLAN WHICH THE MINT HAS IMPLEMENTED WITH 


GREAT SKILL, MEETING FUNDAMENTAL COMMITMENTS TO CANADIANS, ATTAINING PROFITS, AND POSITIONING THE MINT TO ACHIEVE 


ITS VISION OF “GLOBAL LEADERSHIP IN MINTING, THROUGH PEOPLE, INNOVATION. AND QUALITY”. NEW PRODUCTS AND AGGRESSIVE 


MARKETING AND SALES INITIATIVES HAVE CREATED NEW BUSINESS OPPORTUNITIES AND OPPORTUNITIES FOR ALL DEPARTMENTS AND 


EMPLOYEES TO REACH NEW LEVELS OF PRODUCTIVITY; PRODUCTION CONTINUES TO RUN AT RECORD HIGHS. 


The Board will continue to ensure that the Mint remains 
a leading example of the benefits of effective corporate 
governance of a commercial Crown corporation. 
Collaboration with Parliament, ministries and govern- 
mental agencies is one of the principal tenets of the Mint. 
The Board is confident in the short and long 
term viability of the Mint. Y2K compliance strategies 
implemented in 1998 will protect the Mint’s operations 
as the year 2000 arrives, while changes to the Royal 
Canadian Mint Act will prepare the ground for future 
success. The Board is pleased with the contributions of 
senior management to successfully navigating the changes 
to the Act through Parliament. These changes, if 
approved by Parliament, will require the Board to 
continue providing sound governance to protect the 
interests of the shareholder as the Mint expands to meet 
the challenges of new practices and new markets. 
Integration is the key to success in the multi-faceted 
business of minting. The progress to date on the new 


plating facility provides an excellent example of 


a 


integrated project management, and speaks well for the 
Mint’s ability to implement modern management tech- 
niques. The Board is also pleased with the professional 
way that the Mint responded to Parliament’s needs during 
the approval process for the new plating facility. 
Excellent planning and project management conducted 
on a collaborative basis between all Mint departments 
and outside resources and suppliers have put the project 
within budget and on schedule, and will guide its 
successful completion and start-up. 

The Royal Canadian Mint belongs to all Canadians 
and, in 1998, the Mint made great progress towards 
building a stronger relationship with them. The Mint 
invited Canadians to offer their ideas for new coin 
designs to mark the millennium, and thousands accepted 
the invitation with an incredible flurry of creativity. 
The designs of the new 25 cent coins circulating in 1999 
are a spirited evocation of the essence of our nation. The 
vision of Canada reflected in these coins will project us all 


towards a bright future. 


BO co 


Dr. José A. Blanco 
CHAIR OF THE BOARD 
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FROM THE PRESIDEN? 


AS PRESIDENT AND MASTER, | WORK CLOSELY WITH THE BOARD OF DIRECTORS TO SET THE LONG-TERM STRATEGIC PLAN, AND WITH THE 


SENIOR MANAGEMENT TEAM TO MAKE SURE PLANS ARE TURNED INTO ACTION. 1998 WAS A VERY SATISFYING YEAR AS MAJOR PLANS THAT 


WILL HELP THE MINT ACHIEVE ITS VISION OF BEING THE WORLD LEADER IN MINTING REACHED THE IMPLEMENTATION STAGE. WITH THE 


CONSTRUCTION OF THE PLATING FACILITY WELL UNDERWAY, CHANGES TO THE ROYAL CANADIAN MINT ACT NEARING PARLIAMENTARY 


APPROVAL, AND THE MILLENNIUM CIRCULATION COIN PROGRAM SUCCESSFULLY LAUNCHED, THE ROYAL CANADIAN MINT HAS LAID THE 


GROUNDWORK FOR CONTINUED PROFITS WELL INTO THE FUTURE. 


Integration across departments within the Mint, 
collaboration with external partners and stakeholders, 
and responsiveness to clients were the key factors to the 
seamless implementation of major projects in 1998. This 
is particularly true of the plating facility under construc- 
tion at the Royal Canadian Mint site in Winnipeg. We 
carefully prepared our business plan by working as a team, 
to ensure the plan was sound from the perspectives 
of technology, the environment, and finance and were 
granted approval by the shareholder to start building. 
Our employees worked closely with partners in the 
private sector to secure private financing and to obtain 
the appropriate project management and engineering 
expertise required to ensure success. 

The proposed changes to the Royal Canadian Mint Act 
will enable the Mint to become a more efficient 
organization, able to quickly respond to the demands 
of its markets and able to compete with its major 
competitors on equal footing. The changes were 
developed through close co-operation with the share- 


holder to ensure they would meet the exacting standards 


of parliamentary approval. At the end of 1998, although 
Bill C-41 had been passed by the House of Commons, it 
had yet to be passed by the Senate. 

The millennium program represents the coordi- 
nated efforts of all departments within the Mint to give 
Canadians an opportunity to participate in the creation 
of designs for Canada’s coinage, and to attract a new 
generation of coin collectors. Our communications 
program created awareness of the Create a Centsation coin 
design contest, our marketing team developed attractive 
products, and, at year end, our manufacturing and sales 
teams were working at full speed to produce the new coins 
and distribute them across the country. 

While 1998 was a profitable year, I am most proud of 
the foundations we have laid for future success. The 
successful implementation of complex and far-reaching 
projects proves that the team building exercises carried 
out in recent years have taken root at the Mint. We have 
the people, the resources and the integrated approach 
to our business that will be essential to success in the 


new millennium. 


Y oN a 


Danielle V. Wetherup 
PRESIDENT AND MASTER OF THE MINT 
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Foundation for growth P R E Re aN R I N Ce Investment in infrastructure, 
Financial targets met At H Ez, CG R O U) N D workforce and quality 


INTRODUCTION 


IT WAS A YEAR NOT OF COMPLETION, BUT OF PREPARATION. THROUGH CAREFUL 
STRATEGIC PLANNING, THE ROYAL CANADIAN MINT HAS A CLEAR VISION OF 
WHERE IT WANTS TO GO AND WHAT IT WANTS TO BE —~ THE GLOBAL LEADER WIN 
MINTING. IN 1998, IT PREPARED THE GROUND TO ACHIEVE THAT GOAL. THE 
MINT NOT ONLY MET ITS FINANCIAL TARGETS IN 1998 BUT INTRODUCED 
MODERN, COMMERCIAL LEGISLATION IN PARLIAMENT. IT BUILT A NEW PLANT, 
PURCHASED STATE-OF-THE-ART EQUIPMENT, INVESTED IN NEW INFORMA 
SYSTEMS AND TRAINED ITS EMPLOYEES TO MEET THE DEMANDS OF A NEW 
CENTURY. WORKING WITH DESIGNS FROM CANADIANS ACROSS THE COUNTRY, 
THE MINT LAUNCHED A MILLENNIUM COIN PROGRAM THAT WILL REFLECT 
CANADA’S PAST AND TAKE US FORWARD INTO THE MILLENNIUM. THANKS TO 


THE ACCOMPLISHMENTS OF 1998, THE MINT IS READY FOR THE FUTURE. 


INCOME BEFORE INCOME TAX 1997 1998 
(in millions) $4.1 $4.7 
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1998 HIGHLIGHTS 


ON TARGET In raw financial terms, the end of 1998 found 
the Mint right on target, with income before income tax 
of $4.7 million (compared to $4.1 million last year). 
These profits are highly satisfactory, and they delivered a 


return on equity of 7.0 percent. 


EYE ON THE HORIZON In 1998, the Mint improved its ability 
to compete in the global marketplace of the future. 
‘Iwo stellar accomplishments in this regard were proposed 
amendments to the Royal Canadian Mint Act, which 
were introduced to Parliament, to give the Mint more 
flexibility, and the building of a plating facility to equip it 


for the future. 


PREPARING THE GROUND As well as investing in new 
technology, the Mint figuratively ploughed resources 
back into the ground to improve the quality of its 
products, the productivity of its plants and the skills of 
its workforce. Investments included preparations to 
achieve international standards certification, the start-up 


of construction of the new coin plating facility, and 


preliminary planning and purchasing of upgrades t 


corporate-wide information systems. 


BUILDING THE TEAM People are key to future excellence} 


and in 1998, the Mint invested four percent of its payroll 


in training. 


READY FOR THE FUTURE Canada and the world stand at 
the edge of a new era, with new opportunities. The Royal 


Canadian Mint worked hard and successfully throughout 


1998 to make sure that it is ready to exploit those. 


| 


opportunities. In a way, renovations to the beautiful, 


stone building that houses the Ottawa Mint were a symbol | 


of the future. Improvements to the building, without 
detracting from its aesthetic appeal, have turned the 
Ottawa Mint into a highly modern, light-filled working 
environment which parallels the way the Mint is drawing 
on nearly oe century of tradition and dedication to 
excellence to address the aggressive demands of a modern, 


global market. 


KEY FINANCIAL AND OPERATING DATA 


for the year ended December 31 


Ps LAL LAL a a 


Revenues (millions) 


Income before income tax (millions) 


Return on equit 


% of contribution margin from new products 


Investment in training as % of payroll 


Circulation coins produced (millions of pieces) 


Number of employees 


1998 1998 1997 
Forecast 
$ 511.267 $ 349.945 $ 425.793 
$ 4.703 $ 4.500 ere 
7.0% 6.7% 6.5% 
12% 12% 12% 
4% 4% 5% 
3,561.3 2,250.4 2,022.2 
oo SIGG 603 603 
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1998 ANNUAL REPORT 


EMERGING ASA 


Founded in 1908 Canadian public policy role 


Crown corporation aie Ga O BAL T READ E R Global Nagel 


CORPORATE PROFILE 


THE KEY TO THE FUTURE OF THE ROYAL CANADIAN MINT IS BEST EXPRESSED IN 
irs CORPORATE VISION: PEOPLE, INNOVATION AND QUALITY. SINCE 1908, THE 
INT HAS BEEN RESPONSIBLE FOR SUPPLYING CANADIANS WITH COINS THAT 
Pee HIGH QUALITY, COST-EFFECTIVE AND DELIVERED ON TIME. HOWEVER, 


TODAY’S MINT IS A CROWN CORPORATION AND BALANCES PUBLIC POLICY WITH 


ITS COMMERCIAL ROLE, WHICH IS TO GENERATE PROFITS BY MARKETING ITS 


SERVICES AND PRODUCTS WORLDWIDE. AS A GLOBAL TRADER, THE MINT OF THE 


FUTURE WILL OPERATE ACCORDING TO THE BEST POSSIBLE BUSINESS PRACTICES 


IN AN INCREASINGLY DEMANDING MARKET ENVIRONMENT. 


| Leen 


VISION 


TO BE THE GLOBAL LEADER IN MINTING THROUGH PEOPLE, INNOVATION AND QUALITY. 


MISSION 
TO PROVIDE QUALITY COINAGE AT REASONABLE COST TO ENABLE THE GOVERNMENT 
OF CANADA TO MEET THE NEEDS OF CANADIANS. TO MANUFACTURE AND MARKET 
ON A WORLDWIDE BASIS HIGH QUALITY COLLECTOR AND CIRCULATION COINAGE AND 


PRECIOUS METAL INVESTMENT PRODUCTS.* TO MARKET REFINERY SERVICES. 


VALUES 


TRUST, RESPECT, INGENUITY AND PARTICIPATION. 
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ROOTED IN TRADITION 


NINETY YEARS AGO, THE MINT OPENED ITS DOORS AS A BRANCH OF BRITAIN’S 
ROYAL MINT. IN 1931, IT BECAME AN ARM OF CANADA’S DEPARTMENT OF FINANCE 
AND, IN 1969, AS CANADIAN DEMAND FOR CIRCULATION COINAGE GREW AND INTER- 


NATIONAL OPPORTUNITIES OPENED UP, IT WAS MADE INTO A CROWN CORPORATION. 


1998 ANNUAL REPORT 


CORPORATE GOVERNANCE The Board of Directors 
established a Corporate Governance Committee in 1996 
as an ad hoc Committee to provide guidance to, and 
oversee the corporation in areas of continuing interest to 
the Board including corporate plans and policy 
development, mandates of Committees and agendas for 
Board meetings, the membership of the Board, and any 
other matters necessary to help the Board deliver 
exemplary governance. A key achievement, and one in 
which the Board is leading the way, has been setting the 
strategic direction of the Mint to ensure its long-term 
viability. The Board reviewed its composition, conditions 
of eligibility and the conflict of interest code, and 
developed skills profiles so that, when vacancies arise, the 
Board can make the appropriate recommendations to the 
shareholder. The Board developed an Orientation and 
Continuing Education Program for directors to make 
sure that they understand what the Mint does, the way it 
works and the nature of their responsibilities. Also, the 
Board undertakes agenda management a year in advance 


to ensure coordinated planning of Board and Committee 


work and scheduling for members. 


TOWARDS THE YEAR 2010 In 1997, the Board and senior 
management reviewed the factors and trends that could 


shape the RCM’s future marketplace over the next decade, 


and identified long-term strategies and actions to address 
the challenges and opportunities that the future presents. 
The result was the Mint’s strategic visioning document, 
Towards the Year 2010, which provides a framework for the 


corporate plans of today and tomorrow. 


FLEXIBLE AND RESPONSIVE GOVERNANCE To promote flexi- 
bility, the Board recommended that the Royal Canadian 
Mint Act be amended to change the number of Board 
members from a fixed number (eleven) to a range (from 
nine to eleven). At the same time, the Board updated 
its various by-laws and consolidated them into a single 
by-law that clearly defines the principles of governance, 
the responsibilities of the Board and its members and sets 
terms of reference for its various committees. 

CONTINUITY IN GOVERNANCE In recognition of the 
importance of good governance to the success of the 
Mint, in 1998 the Board established the Governance 
Committee as a Standing Committee of the Board. In 
1999, the Board will evaluate its performance and apply 
that assessment to continually improve its governance of 


the Royal Canadian Mint. 
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Winnipeg plating facility E Y E (©; N cl fe E Monitoring demand, delivering coins 
Patented process H O R if 7, O N Coin Distribution Committee 


YEAR IN REVIEW 


OBJECTIVE 1: Ensure that Canadian circulation coinage is cost-effective and available to meet public needs. 


THE ROYAL CANADIAN MINT HAS A DUTY TO GIVE CANADIANS THE BEST 
POSSIBLE CIRCULATION COINS AT THE LOWEST POSSIBLE PRICE. THANKS TO 
LANDMARK ACHIEVEMENTS IN 1998, THE COST OF MINTING IN TOMORROW S 
CANADA WILL BE LESS THAN IT IS TODAY, AND TOMORROW S CANADIANS WILL 
BE USING COINS MADE FROM THE MOST MODERN COINAGE TECHNOLOGY IN 
THE WORLD. THE MINT’S NEW COIN PLATING FACILITY IS THE PRODUCT OF 
STRATEGIC PLANS THAT HAVE BEEN GERMINATING FOR SEVERAL YEARS NOW. 
THOSE PLANS NEARED FRUITION IN 1998, AS THE MINT BROKE GROUND FOR 
CONSTRUCTION AT THE WINNIPEG PLANT. THE NEW FACILITY WILL GIVE THE 
MINT AN OPPORTUNITY TO APPLY A PATENTED PLATING PROCESS THAT BREAKS 


NEW GROUND IN TERMS OF COST AND ENVIRONMENTAL RESPECT. 


BREAKING NEW GROUND 
PLATING — THE COIN TECHNOLOGY OF THE FUTURE — INVOLVES ELECTROPLATING 
A LOW-COST STEEL CORE WITH NICKEL AND COPPER IN A LAYERED PROCESS. WITH 
ITS OWN PLATING PROCESS PATENTED INTERNATIONALLY AND IN CANADA, 
THE ROYAL CANADIAN MINT IS POISED TO PRODUCE THE HIGHEST QUALITY AND 


LEAST COSTLY PLATED COINS IN THE WORLD. 
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GROUNDED IN THE PAST, GROWING INTO THE FUTURE 
THE MINT IS A DYNAMIC, GLOBAL MANUFACTURING ENTERPRISE WITH STATE-OF- 
THE-ART FACILITIES IN OTTAWA AND WINNIPEG. IN DOWNTOWN OTTAWA, PRECIOUS 
METALS ARE REFINED AND COLLECTOR COINS CRAFTED FROM AN IMPOSING 
TURRETED STONE BUILDING THAT OPENED IN 1908. IN WINNIPEG, CIRCULATION 
COINS HAVE BEEN PRODUCED SINCE 1976 IN A MODERN BUILDING CROWNED WITH 
A FUTURISTIC GLASS PYRAMID. THE TWO FACILITIES EXPRESS THE ESSENTIAL 
DICHOTOMY OF THE ROYAL CANADIAN MINT — AN ORGANIZATION DEEPLY ROOTED IN 


TRADITION BUT CONFRONTING THE FUTURE WITH INNOVATION AND IMAGINATION. 


* 


THE RO YCAD.  GeAGNcAy DIAGN SM INGE 


STRATEGY 1: Build a plating facility at the Winnipeg plant to ensure a 
secure cost-effective supply of plated domestic coinage. 

SHAPING THE RIGHT TOOLS In years to come, the Canadian 
government will save approximately $9.5 million a year 
for circulation coinage, thanks to the timely action of the 
Royal Canadian Mint in 1998. The construction of a 
new plating facility in Winnipeg was financed by the 
Royal Canadian Mint through commercial financial 
institutions and delivered with great efficiency by a team 
that integrated a range of technical, engineering and 
financial experts, both internal and external. Work began 
in April 1998 and ended the year within budget and on 
schedule for a year 2000 completion date. During 
construction, the project will generate as many as 
130 construction jobs and, once finished, some 30 new 


permanent positions at the Winnipeg plant. 


STRATEGY 2: Continue to monitor closely the demand for Canadian coinage. 
WATCHING THE WEATHER Perhaps the single most challenging 
duty of the Mint is to predict the future demand for 
coins. This task the Mint addresses through the 
monitoring of trends and by working with financial 
institutions to measure changes in public requirements. 
The Mint uses the information it collects to adjust 
production and to make sure that the right coins are 
available in the right numbers to ensure an uninterrupted 
supply to Canadians. The production flexibility of the 


Mint was tested in 1998, when the overall demand for 


coins rose by IIO percent over 1997 with extremely heavy 
demand for one cent, five cent and ten cent pieces. The 
1998 totals for these coins represent unexpected IO-year 
highs. Contributing factors to this increase may be growth 
in tourism and economic activity, combined with a 
rebound in demand for lower denomination coins 


following the 1996 introduction of the two dollar coin. 


STRATEGY 3: Continue to make recommendations to the Minister 

responsible for the Royal Canadian Mint and the Minister of Finance to 
maintain an effective coin system, reduce the cost of manufacturing and 
distributing coins to the government and optimize seigniorage. 

REACHING THE MARKETPLACE In coming years, coins will be 
delivered to Canadians faster and at lower cost. In 1998, 
the Mint worked with Canadian financial institutions to 
build and set in place an improved coin distribution 
system. The newly created Coin Distribution Committee 
will streamline the distribution system to build flexibility, 
improve service and reduce costs to everyone involved. 
To solve the problem of uneven allocations and location 
of coin holdings, the Committee began managing 
coinage distribution centres as larger pool accounts for 
all financial institutions in a geographical region. 
Armoured car services will now directly operate the 
coin pool according to Committee criteria, and will 
be more flexible to meet the needs of customers in a 


timely manner. 
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Mint Act Millennium Contest 
YEAR IN REVIEW 


OBJECTIVE 2: Generate a profit and maintain the long-term viability of the Corporation. 
A A LL FTTH TS SIR TBI 


IN 1998, THE ROYAL CANADIAN MINT INVITED CANADIANS TO DESIGN NEW 25 CENT 
CIRCULATION COINS TO CELEBRATE THE PAST MILLENNIUM AND GAZE FORWARD INTO THE 
NEW ONE. THE CREATE A CENTSATION MILLENNIUM CONTEST DREW ON THE CREATIVITY AND 
IMAGINATION OF CANADIANS FROM ACROSS THE COUNTRY, AND REPRESENTED A UNIQUE 
OPPORTUNITY FOR ALL CANADIANS TO BE INVOLVED IN COIN DESIGN. TO MEET FUTURE 
CHALLENGES OF THE HIGHLY COMPETITIVE INTERNATIONAL MARKETPLACE, THE MINT 
REQUESTED CHANGES TO THE ROYAL CANADIAN MINT ACT IN 1998 TO OBTAIN THE POWERS IT NEEDS 


TO FUNCTION WELL AS AN INTERNATIONAL BUSINESS. 


Ne 


Ifa a By 


THE ROW AL ‘CANAD TAIN MaEN 


STRATEGY 1: Recommend amendments to the Royal Canadian Mint Act to 
provide the Mint with sufficient flexibility to respond adequately to competitive 
demands and other market forces. 

THE LAW OF THE LAND In years to come, the ability of the 
Mint to function as a commercial entity will hinge on one 
of the major achievements of 1998, which was the 
presentation of new legislation to Parliament. The 
purpose of Bill C-41, which passed through the House of 
Commons in 1998 before being submitted to the Senate, 
is threefold: to streamline the approval process for coins 
and coin designs; to provide flexibility in governance; 
and to increase the powers of the Mint within the existing 
accountability structure. In essence, the new law would 
give the Mint the powers of a natural person: the freedom 
to buy into existing companies, form mergers and enter 
into strategic alliances. With these powers, the Mint 
would be able to expand its distribution network and serve 
its markets better through faster delivery and reduced 
costs. It would also give more authority to the Minister 
of Public Works and Government Services Canada for 
coin design and composition, and to the Mint itself. 
An increase from $50 to $75 million in the Mint’s 
borrowing limit would also give the corporation a new 


margin of financial flexibility. 


STRATEGY 2: Identify and, where appropriate, enter into partnerships, 

alliances or acquisitions in Canada and overseas in major growth areas. 

THE POWER OF TEAMWORK Though partnerships are key to 
the prosperity of tomorrow's Mint, they take time to 
build. In 1998, the Mint gained considerable new 
experience in the creation and management of 
international partnerships, experience that it will use to 
improve the terms of its overseas alliances in years to 
come. The most notable ally of 1998 was the People’s 


Republic of China, which joined Canada to produce a set 


of two silver coins honouring the humanitarian work of 


Norman Bethune. Domestically, the Mint continued to 
shape relationships with partners such as the Royal Bank, 
Club Z, the Bay and Canada Post (which distributed a 
coin and stamp set containing the Year of the Tiger coin 


from the Chinese Lunar Calendar series). 


FORGING LINKS FOR THE FUTURE 

The Royal Canadian Mint is leading the way globally in exploring the 
concept of an International Mint Marketing Council. Given that mints 
the world over face similar challenges, it makes sense to work together to 
build awareness of and interest in coins. Ten national mints took part in 
meetings hosted by the Royal Canadian Mint in Vancouver in 1998. 


Further meetings are planned. 


STRATEGY 3: Develop new consumer-driven products and services for 
specific markets. 

A GOLDEN HARVEST Sales of gold bullion are never easy to 
predict, and this year’s performance (680,000 ounces 
compared to a forecast of 360,000) was a welcome 
bounty. Global economic uncertainty may have been a 
factor in the Mint’s success; and the presentation of new 
products and a favourable pricing strategy were also 
influential. The 24-karat one ounce gold wafer, for 
example, sold well as an alternative to the traditional gold 
Maple Leaf coin, and a distinctive privy mark was applied 
to Silver Maple Leaf coins for various clients. The 
IO ounce Silver Maple Leaf made history in 1998 as the 


largest coin ever made at the Royal Canadian Mint. 


FIELDS OF GOLD 

In 1982, the Mint was the first to produce a 99.99 percent level of gold 
purity with its Gold Maple Leaf bullion coin. In 1998, the level of purity 
increased yet again, this time with a gold numismatic coin offered at 
99-999 percent pure gold. The 1,998 coins in this special limited 
edition are the largest ever produced commercially with this degree of 
purity, and sold out. 
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A BUMPER CROP As the Mint forges steadily forward towards 
its goal of being “the global leader in minting”, the world is 
clearly beginning to recognize Canada as a major supplier 
of circulation coins. For several years, the volume of for- 
eign circulation coins has been steadily building; in 1998, 
sales increased again with shipments of 2.2 billion pieces 
compared to I.4 billion in 1997. The secret of success was 
fast turnaround. Many mints can produce high quality coins 
at competitive cost; few can deliver large numbers of coins 


on the tight schedule demanded for national circulation. 


THE VALUE OF GOOD DESIGN In 1998, the Mint delivered 
superb numismatic products to its clientele of established 
coin collectors and new coin enthusiasts; at the same time, 
it addressed what promises to be the single most important 
emerging market in coming years — gift-buyers. The 
presentation of strong Canadian themes and designs gave 
the coins a strong presence in the marketplace. The Mint 
issued a IO ounce silver Maple Leaf coin — the largest 
Canadian coin ever — while the Year of the Tiger coin 
(from the Chinese Lunar Calendar series), sold out in only 
two weeks. Another popular set of coins celebrated 
whales, the “Gentle Giants of Canada’s Oceans”, while the 
Mint’s 99.999 Gold Coin set a new standard of purity 
for Canada and the world, and quickly sold out. New 
products for 1998 achieved the forecast 12 percent 


contribution margin from new products, matching 1997. 


GOVERNOR GENERAL OF CANADA 

The Governor General of Canada honoured the Mint by attending its 
goth anniversary celebration in 1998, which also served as a forum for 
the launch of a set of coins featuring designs dating back to the Mint’s 
creation in 1908. The Mint’s relationship with the Governor General 
continued with sponsorship of the Governor General’s Performing Arts 
Awards with the handsome medals awarded to such notable Canadians 


artists as the members of the Royal Canadian Air Farce. 


PRIZE-WINNING COINS 

In 1998 World Coin News nominated two Canadian numismatic 
products for Coin of the Year awards. The 1997 $200 22-karat gold 
coin celebrating a Haida legend, Raven Bringing Light to the World, was 
nominated Best Coin. The 1997 $100 14-karat gold coin honouring 
Alexander Graham Bell was nominated Most Historically Significant Coin. 


STRATEGY 4: Optimize marketing and sales strategies including distribution 
and direct marketing. 

REMEMBERING YESTERDAY, DREAMING OF TOMORROW With the 
millennium looming, the Mint laid the groundwork in 
1998 for 24 new circulation coins — I2 to be issued in 
1999 with themes celebrating special Canadian moments 
and symbols, and 12 in the year 2000 recording 
Canadians’ aspirations for the future. The Mint learned 
from research that Canadians wanted to be involved in 
creating Canada’s millennium coin designs, so the Mint 
invited all Canadians to enter the Create a Centsation coin 
design contest. It used every medium (electronic, print, 
television) to make known the contest and attracted 
nation-wide media coverage. Thousands of Canadians 
responded with entries, and a panel of post-secondary 
art and design students helped pick the winners. The 
millennium coin program marks the first time in the 
history of minting that each coin will show the month 


of issue. 


PLANTING THE SEED Marketing efforts in 1998 focused on 
the long, steady building of awareness among Canadian 
consumers with the accent on developing future 
generations of collectors. For example, strategically 
placed television advertisements picked up the theme of 
coins as future heirlooms in the hands of today’s child. 
The Mint also worked to develop the communications 
technologies of tomorrow (specifically through improve- 


ments to the Mint’s Internet and e-commerce capability, 


Pia pies 17, 
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with 1999 as the target for integration of all products into 
the electronic system). The slogan, “A World of Values”, 
was chosen for 1998 to refer to monetary, human and 
spiritual values; it also resonated in the newly formed 
Masters Club, through which valued customers were 


rewarded with a series of benefits. 


MAKING A NAME FOR ITSELF The Mint’s 
success in becoming the global leader 
in minting in the next century will 
depend in part on establishing itself as 
a kind of household name for coins. 
In 1998, the Mint continued its 
long-term program to make itself 
better known locally, nationally and 
internationally. The Winnipeg facility 
hosted 28,500 visitors in 1998, over 
20 percent more than in 1997, while at head office in 
Ottawa, the Mint hosted over 100,000 people on tours — 
IO percent more than last year. The Mint participated in 
events such as Winterlude, the Canadian Tulip Festival 
and the Dragon Boat races in Ottawa and Winnipeg. It 
also sponsored the prestigious Winnipeg Ballet and 
unveiled new products with maximum visibility. For 
example, it launched the whale series from the Vancouver 
Aquarium and the 99.999 gold coin — the world’s purest 
coin — at the important Basel Coin Show. The Mint even 
made its presence felt on the other side of the world in 
1998, when Team Canada took a display of the Bethune 
coins on its mission to Beijing and Shanghai. World trade 
publications — notably Mineria Pan America, World Finance and 
Canadian Technology) — boosted the Mint’s international 


profile with the publication of feature articles. 


A NEW GENERATION As a public agency, the Mint is 


responsible for helping Canadians to celebrate their 


heritage and culture through coins; as a commercial 
entity, it has another responsibility — to foster the 
emergence of a new generation of coin collectors to 
support tomorrow’s industry. The Mint addressed both 
goals in 1998 by celebrating historic Canadian mile- 
stones with the community. The coin celebrating the 
125° anniversary of the Royal Canadian Mounted Police, 
for example, was launched on the banks 
of the Rideau Canal during Winterlude 
with crowds of school children in 
attendance. The centerpiece of the 
event was a large snow sculpture 
echoing the design of the coin 
(a mounted policeman of 1873). The 
Mint is working through such events 
and through the generation of school 
materials to make sure that school 


children grow up knowing about coins and collecting. 


EAR TO THE GROUND 

A Mint survey showed that awareness of the Royal Canadian Mint across 
the country increased during the Create a Centsation contest from 
88 percent in April to 92 percent in June. The survey also reported that 
two out of three Canadians were aware of the contest itself. 

STRATEGY 5: Continue managing costs and improving productivity. 
INTEGRATION ALL DOWN THE LINE The challenge in 1998 was 
to improve productivity while manufacturing record 
volumes of coins; tomorrow’s challenge will be the 
difficult task of continuing to improve while working at 
close to capacity. Improvements in 1998 came chiefly 
from streamlining the relationship of sales, procurement 
and manufacturing and integrating them, so that each 
phase of production was completed “just in time” to 
supply the next phase. As a result, inventory turned 


over faster and cycle time was reduced. With the Mint 


Page 18 


1998 ANNUAL REPORT 


operating at 70 percent capacity in 1998 (compared to 
30 percent in 1996), future improvements will come 
mainly from investments in new equipment and 
personnel. Two new high speed presses, an engraving/ 
milling machine and an XRF spectrometer were 
purchased in 1998 as part of the Mint’s on-going capital 


reinvestment strategy. 


MANY WILLING HANDS 

In 1998, production soared over 1997 in three areas at the Mint — 

110 percent in Canadian circulation coins, 87 percent for total bullion 
products and 57 percent in foreign circulation coins. The total number 
of hours worked rose also, from 1,074,000 in 1997 to 1,393,000 
in 1998. To keep up with demand, the number of employees grew by 
87 new full-time and 79 new casual, part-time and student positions. 
The value-added sales revenue per employee of $130,000 was greater 
than the $122,000 of 1997. While the number of accidents increased, 
the Mint realized a decrease in the number of days lost per accident; 

the severity rate of accidents per 100 employees decreased, to 4.6.1 in 
1998 from 52.3 in 1997. Recognizing the importance of Health and 
Safety training, particularly in a growth environment, efforts to increase 
this focus will be strengthened. 


ON THE SAME WAVE LENGTH The Mint planned and 
implemented a program for upgrading its information 
technology in 1998. Included in the new program is the 
addition of a full-enterprise software suite to link all areas 
of the Mint and allow information to circulate freely as a 
basis of sound decision making at every level. Once it is 
fully operational, the new system will improve supply 
chain management and e-commerce functions, and 


standardize financial applications. 


BACK TO THE FUTURE IN Y2K 
The Mint is well advanced in preparing for the year 2000 computer bug. 


Systems and contingency plans are being addressed on schedule. 


FASTER, STRONGER, BETTER 

In 1997, inventory turnover for foreign circulation coins at the Mint 
was 2.5 times a year, but rose to 5 times a year in 1998. Gold bullion 
inventory turnovers rose from & times per year in 1997 to almost 


10 in1998. 


A BUMPER CROP 


IN 1997, THE ROYAL CANADIAN MINT PRODUCED APPROXIMATELY 2 BILLION COINS AT 


THE WINNIPEG PLANT; IN 1998, WITH RECORD PRODUCTION OF FOREIGN CIRCULATION 


COINS AND A 110 PERCENT INCREASE IN THE DEMAND FOR CANADIAN CIRCULATION 


COINAGE, THAT NUMBER ROSE TO 3.6 BILLION COINS. 


leearaQ IO) 


1S0 certification BUTE DING THE TEAM Investment in training 


Collective agreements Awards of Excellence 
YEAR IN REVIEW 


OBJECTIVE 3: Create an environment where all employees demonstrate trust, respect, ingenuity and participation and work towards 
achieving the vision of the Royal Canadian Mint as the global leader in minting. 


IN 1998, THE MINT CONTINUED WORKING TO BUILD A TRULY EXCELLENT TEAM, AND ONE 
THAT WILL BE THERE FOR THE LONG TERM. DURING THE YEAR, THE MINT TOOK STEPS TO 
CREATE AN ENVIRONMENT THAT WILL PROMOTE CORPORATE VALUES. IT DEVISED NEW WAYS 
TO RECOGNIZE, REWARD AND INSPIRE EMPLOYEES. IT INVESTED IN TRAINING AND INVITED 
EMPLOYEES TO PARTICIPATE IN THE CHALLENGE OF CONTINUOUS IMPROVEMENT. [THE MINT 
SOUGHT INNOVATIVE MEANS TO GIVE ITS EMPLOYEES THE INFORMATION, TOOLS AND 
WORKING CONDITIONS THEY NEED TO HELP THE ROYAL CANADIAN MINT ACHIEVE ITS 
MISSION OF BECOMING THE GLOBAL LEADER IN MINTING IN THE NEXT CENTURY. 
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STRATEGY 1: Encourage creativity and promote innovation. 

PRIME GRADE A Quality will be vital to the Mint’s future as it 
operates in an increasingly global context. The Mint has 
earned a solid reputation for quality and dependability, 
and in 1998 set out to secure formal International 
Organization for Standards (ISO) certification. Inter- 
national recognition not only assures customers 
worldwide that a supplier is producing what it claims, 
it also arms the producer with clearcut standards. The 
certification program began in May 1998 with a vigorous 
program of statistical evaluation and regulatory audit, 


and the Mint aims to complete the process by June 1999 


(for Winnipeg) and December 1999 (for Ottawa). 


STRATEGY 2: Foster an on-going productive dialogue between management 
and the union. 

WORKING TOGETHER In 1998, the Mint managed to respond 
rapidly to changes in production demand. An important 
factor in that success was an agreement reached early in 
the year with the Public Service Alliance of Canada 
(PSAC) regarding the hiring of casual labour for specific 
areas in the Winnipeg plant. Together with a similar 
agreement reached in 1997 for the Ottawa plant, this 
allowed the Mint to deal more readily with sudden 
changes in demand. In 1998, the Mint also began to 
negotiate new contracts with PSAC and the Amalgamated 
Transit Union (representing Protective Service Officers 
at the Ottawa Mint). A first collective agreement was 
concluded with the Amalgamated Transit Union in 


December 1998. Discussions with PSAC are continuing. 


STRATEGY 3: Invest in training and professional development. 

TEACHING CHANGE To respond to competition in the 
21 century, the Mint needs to improve its competitive 
advantage through continuous skills development for 


employees. To that end, the Mint invested four percent of 


its payroll in 1998 (over $1,000,000) in training and 
education. Training at the Mint included technical, computer 
and job-related workshops, as well as language and foundation 
skills and seminars on time and stress management and sign 
language. The foundation skills program broke new ground at 
the Mint with the union and management working together 


to offer training in basic skills. 


STRATEGY 4: Reinforce commitment to trust, respect, ingenuity and 
participation by recognizing and rewarding these behaviours in the 
performance management system. 

HONOURING THE WORKERS The future of the Mint depends 
on the willingness of employees to support corporate 
objectives and to contribute their creativity and skills to 
enhancing the quality of products and improving 
productivity. In 1998, the Mint created a series of awards 


to recognize those contributions. 


OCCUPATIONAL HEALTH AND SAFETY AWARD 
Jay Wheeler, Head Office, for his years of dedication to 


creating a safe workplace. 


The Mint also inaugurated Awards of Excellence, with the 


following winners: 


ADMINISTRATIVE OR OPERATIONAL ACHIEVEMENTS 

Phil Landry, Winnipeg Plant, for consistent willingness 
to resolve challenging production issues. 

Giovanna Valente, Ottawa Plant, for excellence, 
professionalism and leadership in implementing 


recommendations from the Refinery Study. 


SUPPORT OF MINT OBJECTIVES 
Craig Szelestowski, Head Office, for his ability to work 
with people at all levels and for his profound under- 


standing of corporate philosophy. 
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EMPLOYMENT EQUITY The Mint is 
determined to enter the next century 
with the assurance that all its 
employees are being equitably treated, 
as required by law and as dictated by 
the values of the corporation. In 
1998, the Mint began to review 
employment systems to ensure that 
they meet the requirements of the 
Employment Equity Act and to identify and 
eliminate any possible areas of discrimination. The 
review, to be completed in 1999, will eventually result in 


an employment equity plan, including a consultation 


and communications strategy. 


FEEDBACK As a follow-up to the 1997 Employee Survey, 
the Mint held workshops in Ottawa and Winnipeg to 
review survey results and to invite employees to consult 


on improvements to the work environment, operational 


efficiency and employee relations. 


Employees also helped to set 
communication priorities and to 
develop. strategies for internal 
communications. In particular, the 
Mint heard employees saying loud 
and clear that they want a larger 
leadership role and a say in the 


decision making process. 


THE ICE STORM In January 1998, the Ice Storm affected 
many Mint employees. The Mint responded with support, 
including the loan and delivery of generators to 
employees’ houses. Also, a communication centre was 
established to encourage employees to inform the Mint of 
their needs in terms of shelter and food. Employees not 
directly affected by the emergency generously offered 
support, and colleagues at the Winnipeg plant responded 


vigorously by helping to locate generators. 


ROOTED IN THE PAST, GROWING TOWARDS THE FUTURE 


RENOVATIONS TO EVERY PART OF THE OTTAWA FACILITY SERVED TO OPTIMIZE SPACE 


AND TO PROVIDE EMPLOYEES WITH THE MOST COMFORTABLE AND FUNCTIONAL WORK 


AREAS POSSIBLE. THE GREAT CHALLENGE OF THE RENOVATIONS WAS TO RESPECT 


THE CHARACTER OF THE OTTAWA MINT WHILE CREATING A BRIGHT AND MODERN 


LOOK FOR THE SATISFACTION OF EMPLOYEES, CLIENTS AND ASSOCIATES ALIKE. 
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Legislative framework READY F O R ale H E F (Gh he Gi R E International alliances 


Competitive technology International recognition 


FORECAST 
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IN 1998, THE ROYAL CANADIAN MINT LAID A FOUNDATION FOR REAL, SIGNIFICANT AND 
SUSTAINED GROWTH IN THE NEXT CENTURY. IN PARTICULAR, THE PRESENTATION OF NEW 
LEGISLATION TO PARLIAMENT WOULD GIVE THE MINT THE FRAMEWORK IT NEEDS TO 
SUPPORT INTERNATIONAL BUSINESS. AT THE SAME TIME, THE BUILDING OF A NEW PLATING 
FACILITY WILL LEVEL THE PLAYING FIELD, BRING THE MINT UP TO DATE AND GIVE IT 
THE ABILITY TO COMPETE ON EQUAL TERMS WITH EVEN THE MOST AGGRESSIVE OF ITS 
INTERNATIONAL COMPETITORS. THE MINT ALSO TOOK STEPS IN 1998 TO BREAK INTO NEW 
MARKETS BY TRANSLATING A WELL ESTABLISHED REPUTATION FOR QUALITY INTO FORMAL, 
INTERNATIONALLY RECOGNIZED CERTIFICATION, AND IT CONTINUED THE LONG-TERM 
PROCESS OF BUILDING INTERNATIONAL RELATIONSHIPS THAT IN YEARS TO COME WILL 
FLOWER INTO FULL-SCALE ALLIANCES. THE MINT NURTURED MANY OF THE CHANGES 
FORESEEN TWO YEARS AGO IN ITS LONG-TERM VISIONING DOCUMENT, JOWARDS THE YEAR 2010, 
AND IN ITS CURRENT FIVE-YEAR CORPORATE PLAN. IN 1998, THE MINT ACTED ON ITS 
VISION OF THE FUTURE AND MOVED FIRMLY FORWARD TO MEET ITS GOAL OF BECOMING THE 


WORLD LEADER IN MINTING. 
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SUDBURY, ONTARIO 

CHAIR OF THE BOARD 
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AND CORPORATE GOVERNANCE COMMITTEES 


Danielle V. Wetherup 

PRESIDENT AND MASTER OF THE MINT 
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VICE-PRESIDENT 
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DIRECTOR, PURCHASING 
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FINANCIAL REVIEW 


Revenues of $511 million for the year ended December 31, 1998 
are $85 million higher than last year’s result of $426 million and 
exceeded the forecast revenues of $350 million. This increase 
is a result of strong gold bullion sales and record foreign 
circulation coin shipments. Export revenues remained high 
at close to 80% of total revenues. Income before income tax of 
$4.7 million in 1998 exceeded the forecast of $4.5 million and 
compared favourably to $4.1 million in the previous year. 

Record demand for Canadian one, five and ten cent 
circulation coins resulted in shipments reaching 1.3 billion 
pieces by year end. The introduction of the $2 coin in 1996 
continued to have an impact on the aureate dollar and twenty- 
five cent coins. 

Introduction of new products remains a key strategy for the 
Mint. Limited mintage coins, including the .99999 Gold Coin, 
the first of the Lunar Series, the 90‘ Anniversary Set and other 
new numismatic products helped to increase Canadian 
numismatic sales revenues by almost 10% over the previous year. 
A one ounce gold wafer and privy mark silver Maple Leaf coins 
were introduced to meet customer demand for new bullion 
products. The 12% of contribution margin from new products 
reflects the positive impact of employee innovation and creativity. 

The strong and continued presence in world markets 
generated a high level of activity. Sales of 680,000 ounces of 
Maple Leaf gold coins, particularly to the US market, were well 
above forecast. Our investment in high speed presses and other 
modern manufacturing equipment and processes helped the 
Mint achieve a record level of 2.2 billion foreign circulation 
coins shipped to I7 national governments, more than doubling 
last year’s revenues. Contracts for over 1.5 billion foreign 
circulation coins are now signed for 1999 delivery. 

Freight costs to deliver the record volume of foreign 
circulation coins account for the $5.0 million increase in 
Marketing and Sales expenses. 

Administration expenses of $18.0 million were $4.5 million 
higher than the $13.5 million last year. The expenditures include 
new investments made in engineering and research capabilities, 


information technology infrastructure, initiatives to enhance 


manufacturing processes as well as significant activities associated 
with year 2000 compliance. 

This high level of activity and growth in all product lines 
placed considerable pressure on working capital requirements, 
evident through increased accounts receivable and inventories. 
At the date of this report, most of the accounts receivable have 
been collected. Short term borrowings were necessary during the 
year. Although inventories remained high at year end with a 
build of numismatic products for early 1999 launch, inventory 
turns increased, reflecting manufacturing initiatives to improve 
cycle times. The tremendous growth in assets will continue to be 
managed carefully. A review of obsolete products and materials 
took place at year end resulting in a $1.7 million write-off 
(1997 — $760,000). Better management of new product 
introductions is now addressed through the New Product 
Initiative Committee which coordinates forecasts, procurement 
and production, with a goal of reducing obsolescence and 
increasing the contribution margin from new products. 

In accordance with the Mint’s on-going capital 
reinvestment strategy to increase the flexibility, reliability and 
the capability of production equipment and to meet techno- 
logical challenges, the Mint invested $12.8 million in capital. 
This investment was funded internally. Construction of a 
$31 million plating facility was begun (1998 — $8.4 million) with 
completion scheduled in 2000. Long-term borrowings were 
obtained in early 1998 to support this multi-year strategy. 

Meeting the challenges of the year 2000 issue is a major 
priority at the Mint. The corporation has paid special attention to 
ensuring the continued operation of its manufacturing equipment 
and building facilities, specifically its embedded systems. To date, 
inventory, business risk assessment, vendor compliance research 
and contingency planning have been completed for all systems 
used in manufacturing equipment and building facilities as well as 
the hardware and software used in the computing infrastructure 
and business applications. The activities involved in remediation, 
testing and deployment of impacted systems are in the final stages. 


The corporation is committed to ensure year 2000 compliance of 


all systems by mid-1999. 
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MANAGEMENT REPORT 


The financial statements contained in this annual report 
have been prepared by Management in accordance with 
generally accepted accounting principles in Canada and 
the integrity and objectivity of the data in these financial 
statements are Management’s responsibility. Management 
is also responsible for all other information in the 
annual report and for ensuring that this information is 
consistent, where appropriate, with the information and 
data contained in the financial statements. 

In support of its responsibility, Management has 
developed and maintains books of account, records, 
financial and management controls, information systems 
and management practices. These are designed to provide 
reasonable assurance as to the reliability of financial 
information, that assets are safeguarded and controlled, 
and that transactions are in accordance with the Financial 
Administration Act and regulations as well as the Royal Canadian 


Mint Act and by-laws of the corporation. 


2 Ne a 


Danielle V. Wetherup 


President and Master of the Mint 


The Board of Directors is responsible for ensuring 
that Management fulfills its responsibilities for financial 
reporting and internal control. The Board exercises 
its responsibilities through the Audit Committee 
which includes a majority of members who are not 
officers of the corporation. The Committee meets with 
Management and the independent external auditor to 
review the manner in which these groups are performing 
their responsibilities and to discuss auditing, internal 
controls and other relevant financial matters. The Audit 
Committee has reviewed the financial statements with the 
external auditor and has submitted its report to the Board 
of Directors. The Board of Directors has reviewed and 
approved the financial statements. 

The corporation's external auditor, the Auditor 
General of Canada, audits the financial statements and 
reports to the Minister responsible for the Royal 


Canadian Mint. 


Beverley A. Lepine 


Vice-President, Administration and Finance 


Ottawa, Canada, February 19, 1999 
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AU DIDOR Ss REPO ERE 
To the Minister of Public Works and Government Services 


I have audited the balance sheet of the Royal Canadian 
Mint as at December 31, 1998 and the statements of 
operations and retained earnings and changes in financial 
position for the year then ended. These financial 
statements are the responsibility of the corporation's 
management. My responsibility is to express an opinion 
on these financial statements based on my audit. 

I conducted my audit in accordance with generally 
accepted auditing standards. Those standards require that 
I plan and perform an audit to obtain reasonable assur- 
ance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in 
the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates 
made by management, as well as evaluating the overall 


financial statement presentation. 


In my opinion, these financial statements present 
fairly, in all material respects, the financial position of 
the corporation as at December 31, 1998 and the results 
of its operations and the changes in its financial position 
for the year then ended in accordance with generally 
accepted accounting principles. As required by the 
Financial Administration Act, I report that, in my opinion, 
these principles have been applied on a basis consistent 
with that of the preceding year. 

Further, in my opinion, the transactions of the 
corporation that have come to my notice during my audit 
of the financial statements have, in all significant 
respects, been in accordance with Part X of the Financial 
Administration Act and regulations, the Royal Canadian Mint Act 


and the by-laws of the corporation. 


A ae 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada, February 19, 1999 
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BALANCE SHEET 


as at December 31, 1998 (in thousands of dollars) 


1998 1997 
Assets 

Current 
Cash and short-term investments $ 9,813 $ - 
Accounts receivable : 30,237 20,249 
Prepaid expenses 1,740 924 
Inventories (note 3) 53,452 37,697 
95,242 58,870 
Capital assets (note 4) 63,829 AG 662 


$ 159,071 $ 105,532 


i 


Liabilities 
Current 
Bank indebtedness $ - $ 3,768 
Accounts payable 30,861 19,126 
Short-term debt 6,200 = 
Current portion of loans (note 5) 1,000 1,022 
Deferred revenues 2,123 2,298 
40,784 26,174 
Long-term 
Deferred revenues 2,695 = 
Loans (note 5) 40,302 9,000 
Provision for employee termination benefits 6,047 9,066 
49,044 14,566 
Shareholder’s equity 
Share capital (authorized and issued, 4,000 non-transferable shares) 40,000 40,000 
Retained earnings 29,243 24,792 
69,243 64,792 


$ 159,071 $ 105,532 


The accompanying notes are an integral part of these statements. 


Approved by Management Approved on behalf of the 


Board of Directors 


Ye Sta Bertuipine Ge ee 


Danielle V. Wetherup Beverley A. Lepine Dr. José A. Blanco 
President and Master of the Mint Vice-President, Administration Chair 


and Finance 
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STATEMENT OF OPERATIONS AND RETAINED EARNINGS 


for the year ended December 31, 1998 (in thousands of dollars) 


1998 1997 
Revenues $511,267 $ 425,793 
Cost of goods sold 450,172 373,697 
Gross profit 61,095 92,096 
Other operating expenses 
Marketing and Sales 33,181 28,202 
Administration 18,043 13,540 
Depreciation 4,067 6,295 
59,291 48,037 
Income from operations 5,804 4,059 
Interest income 1,115 205 
Interest expense (2,216) (151) 
Income before income tax 4,703 4,113 
Income tax (note 6) ky: 166 
Net income 4,451 3,947 
Retained earnings, beginning of year 24,792 20,845 
Retained earnings, end of year S2uzaa5 = $24,792 


The accompanying notes are an integral part of these statements. 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 


for the year ended December 31, 1998 (in thousands of dollars) 


1998 1997 
Operating activities 
Net income $ 4,451 $ 3,947 
Item not affecting cash: | 
Depreciation : 4,067 6,295 
8,518 10,242 
Net change in non-cash working capital (14,359) (18,766) 
Increase in long-term deferred revenues 2,695 « 
Increase in provision for employee termination benefits 481 101 
(2,665) | (8,423) 
Investing activities 
Additions to capital assets (net) (21,234) (6,472) 
Financing activities 
Repayment of loans (1,022) (76) 
Proceeds from loans 38,502 10,000 
37,480 9,924 
Increase (decrease) in cash 13,581 (4,971) 
Cash and short-term investments (bank indebtedness), beginning of year (3,768) 1,203 
Cash and short-term investments (bank indebtedness), end of year $ 9,813 $ (3,768) 


Grace al 
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NOTES TO) FINANCIAL STATEMEN 3s 


December 31, 1998 


1. AUTHORITY AND OBJECTIVES 

The Mint was incorporated in 1969 by the Royal 
Canadian Mint Act and is an agent corporation of Her 
Majesty named in Part II of Schedule III to the Financial 
Administration Act. The objectives of the Mint are to 
mint coins in anticipation of profit and to carry out other 


related activities. 


2. SIGNIFICANT ACCOUNTING POLICIES 

a) Inventories 

Raw materials and supplies are valued at the lower of cost 
and replacement cost, cost being determined by the 
average cost method. Work in process and finished goods 
are valued at the lower of cost and net realizable value, 
cost being determined by the average cost method. 

b) Capital assets 

Capital assets are recorded at cost and depreciated under 


the straight-line method at the following annual rates: 


Land improvements 2 1/2% 
Buildings 2 1/2% 
Equipment 10% 
Hardware and software 20% 


c) Deferred revenues 

Payments received in advance on sales are not recognized 
as revenue until the products are shipped. 

d) Employee termination benefits 

Employees are entitled to specific termination benefits as 
provided under their collective agreement and terms of 
employment. The liability for these benefits is charged to 


income as benefits accrue to the employees. 


The Mint may borrow money from the Consolidated 
Revenue Fund or any other source, subject to the 
approval of the Minister of Finance with respect to the 
time and the terms and conditions, but the aggregate of 
the amounts loaned to the Mint and outstanding at any 


time shall not exceed $50 million. 


e) Pension plan 

Employees participate in the Public Service Super- 
annuation Plan administered by the Government of 
Canada. The corporation’s contributions to the Plan are 
limited to an amount equal to the employees’ contributions 
on account of current services and are charged to 
operations on a current basis. The corporation is not 
required to make contributions with respect to actuarial 
deficiencies of the Public Service Superannuation Account. 
f) Foreign currency translation 

Assets and liabilities denominated in foreign currencies 
are translated to Canadian dollars at the exchange rate in 
effect at the balance sheet date. Revenue and expense 
items are translated at average exchange rates during the 
year. Translation gains and losses are included in income 


for the period. 
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NOTES TO FINANCIAL STATEMENTS 
December 31, 1998 


3. INVENTORIES 


(in thousands of dollars) 


1998 1997 

Raw materials $ 27,012 $ 20,751 
Work in process 11,788 7,266 
Finished goods 10,903 6,813 
Supplies 3,749 2,867 
$ 53,452 $ 37,697 


In order to facilitate the production of precious metal 
coins, the Mint borrows the quantity of gold, silver and 
platinum required and pays interest based on the value 
of these metals established on the commodity markets. 


As at December 31, 1998, 148,588 ounces of gold, 


4. CAPITAL ASSETS 


(in thousands of dollars) 


1,190,684 ounces of silver and 7,590 ounces of platinum 
(1997 - 162,573 ounces of gold, 1,114,419 ounces of 
silver and 3,623 ounces of platinum) were borrowed and 


are not reflected in these statements. 


1998 1997 

Accumulated 
Cost Depreciation Net Book Value Net Book Value 
Land $ 3,226 $ = $ 3,226 $ 3,226 
Land improvements 914 683 231 245 
Buildings 56,667 17,728 38,939 28,443 
Equipment 51,985 32 915 19,070 13,876 
Hardware and software 6,780 4417 2,363 872 
So M9572 $ 55,743 $ 63,829 $ 46,662 


ee 


5. LOANS 


(in thousands of dollars) 


1998 1997 
10 year loan due December 2007, semi-annual interest at 5.840% with prin- 
cipal repayable in ten equal annual installments commencing December 1998 $ 9,000 $ 10,000 
Amortizing bond with two year interest holiday maturing December 2009, 
semi-annual coupon at 7.753% starting June 2000 with principal repayable 
in ten equal annual installments commencing December 2000 31,000 = 
Accrued interest on bond 1,302 = 
41,302 10,000 
Less current portion of loans 1,000 1,000 
$ 40,302 $ 9,000 


nnn eee 


Drs Temes 
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NOTES TO FINANCIAL STATEMENTS 
December 31, 1998 


6. INCOME TAX 

The corporation’s 1998 income tax relates solely to the 
large corporations tax. The corporation’s expected income 
tax rate is the net federal statutory rate (including surtax) 
of 39.12% less the manufacturing and processing 
deduction of 7.0%. The 1998 and 1997 effective tax rates 
are zero, exclusive of the large corporations taxes, due to 
the utilization of previously unrecognized losses and the 


utilization of differences between the tax and accounting 


values of assets at the date the corporation became subject 
to income tax. The corporation has differences between 
the tax and accounting values of the assets, largely existing 
at the date it became subject to income tax, for which 
future deductions are available in the amount of approxi- 
mately $22.4 million (1997 — $27.7 million) the benefits 
of which have not been recognized in the accounts. The 


corporation is not subject to provincial income taxes. 


7. RELATED PARTY TRANSACTIONS 

The corporation is related in terms of common owner- 
ship to all Government of Canada owned entities. The 
corporation enters into transactions with these entities in 


the normal course of business, under the same terms and 


8. SHORT-TERM INVESTMENTS AND OTHER FINANCIAL INSTRUMENTS 
The corporation uses financial instruments such as 
forward contracts and options to reduce the risk of loss 
due to adverse movements in foreign exchange and metal 
prices. At year end, the nominal value of the corpo- 
ration’s foreign exchange forward contracts, all maturing 
in 1999, totaled $10 million (1997 — $11 million). Due to 
the short-term nature of the contracts, the rates in these 
contracts approximate current spot rates. Precious metal 
options worth $10 million (14997 — $13 million) were 


purchased to offset the exposure in options issued by the 


9. UNCERTAINTY DUE TO THE YEAR 2000 ISSUE 

The year 2000 issue arises because many computerized 
systems use two digits rather than four to identify a year. 
Date sensitive systems may recognize the year 2000 as 
“OO” or some other date, resulting in errors when infor- 
mation using year 2000 dates is processed. In addition, 
similar problems may arise in some systems which use 
certain dates in 1999 to represent something other than a 
date. The effects of the year 2000 issue may be experi- 
enced before, on, or after January I, 2000, and, if not 
addressed, the impact on operations and financial 


reporting may range from minor errors to significant 


conditions that apply to unrelated parties. Transactions 
with the Department of Finance related to the production 
and delivery of Canadian circulation coins are generally 


carried out on a cost plus basis. 


corporation for guaranteed value coins. These options 
expire in the year 2000. Gains or losses on these 
financial instruments are recognized in earnings over 
the period when the hedged items are recognized in 
earnings. In accordance with the corporation’s 
investment policy, all counterparties for investments 
and other financial instruments are rated R-I low or 
better by the Dominion Bond Rating Service or AA or 


better by Moody’s Investors Service. 


systems failure which could affect the Mint’s ability to 
conduct normal business operations. Significant effort 
and resources have been expended by the Mint to address 
the year 2000 issue and corrective actions are being 
implemented. Contingency plans are also being imple- 
mented to address possible failure due to year 2000. 
However, it is not possible to be certain that all aspects of 
the year 2000 issue affecting the Mint, including those 
related to the efforts of customers, suppliers, or other 


third parties, will be fully resolved. 
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FIVE-YEAR REVIEW 


511.3 


309.6 310.0 3/69 
94 95 96 94 95 96 97 98 
REVENUES in millions NET INCOME (LOSS) in millions 


159.1 


94 95 96 97 98 94 95 96 97 98 
SHAREHOLDER’S EQUITY in millions TOTAL ASSETS in millions 
0.69 78% 78% 


0.05 0.05 
94 95 96 97 98 94 95 96 97 98 
DEBT TO EQUITY RATIO EXPORT SALES — % OF TOTAL SALES 
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119.6 


94 95 96 97 98 


CAPITAL ASSETS — AT COST in millions 


1.2% 


6.3% 


(4.3%) (1.7%) 


94 95 96 97 98 


RETURN ON CAPITAL 


769 


603 
563 559 
510 


94 95 96 97 98 


NUMBER OF EMPLOYEES at December 31 


* 


FIVE-YEAR REVDEW 


2,253.1 


1,308.4 


30.63. 
25 
23 2 
94 95 96 97 98 94 95 96 97 98 94 95 96 97 98 
CANADIAN CIRCULATION COINS COINAGE FOR THE WORLD REFINING SERVICES 
production in millions of pieces production in millions of pieces gross weight received in millions of Troy ounces 
3,569.3 


94 95 96 97 98 Sa Shee SG Sy 90: 
CANADIAN NUMISMATIC COINS MEDALS, TOKENS AND TRADE DOLLARS TOTAL PRODUCTION | 
sales in millions of pieces production in millions of pieces production in millions of pieces | 


SILVER 


1,134 


SILVER 


387.61 JN 419.78 
412.59 (438.45 


360.3 IN 433.48 


370.66 I 420.65 
342.87 IN 413.62 


369.19 405.21 2 


238.95 NN 356.22 


378.85 ll) 391.37 
376.75 i 390.86 


4.83 SN 5.66 


437 i 5.54 
487 Ey 6.57 


283.46 SN) 308.38 
uv 
5 
= 
= 
479 5.52 
464 5.57 


ee ee ee, 


94.95 96 97 98 9495 96 97 98 94 95 96 97 98 94 95 96 97 98 94 95 96 97 98 94 95 96 97 98 
MAPLE LEAF COINAGE — GOLD, PLATINUM AND SILVER PRICES — GOLD, PLATINUM AND SILVER 
sales in millions of Troy ounces hi-low monthly averages in US dollars 
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STATISTICS. — TABLE 1 


(1) 


Canadian circulation coinage — Production in 1996, 1997 and 1998 


Sa a TD I aS TE SN EIT 


1998 1997 1996 
Total Total Total 
Pieces Pieces Pieces 
Coinage dated 1995 
$1 = 
50¢ = 
25¢ 16,908,000 
10¢ 8,481,000 
Be 252,000 
Coinage dated 1996 
$2 12,193,000 345,690,000 
$1 = 17,101,000 
50¢ = 381,000 
25¢ 717,000 27,389,000 
1o¢ 17,533,000 34,281,000 
5¢ 192,000 36,494,000 
ot —(Cti‘“‘“‘(‘i‘i‘i awhwXKh - __ 445,746,000 
Coinage dated 1997 
$2 16,942,000 - 
$1 = & ~ 
504 : 387,000 f 
25¢ ae = =f 
1o¢ 244,000 42,882,000 - 
5¢ 781,000 26,573,000 - 
I¢ 42,940,000 506,928,000 - 
Coinage dated 1998 
$2 4,926,000 B es 
$1 a 5 = 
50¢ 308,000 - ~ 
25¢ - ~ - 
1o¢ 201,073,000 = = 
5¢ 146,530,000 - - 
1¢ 900,436,000 . = 
Coinage dated 1999 
50¢ 261,000 - - 
25¢ 10,676,000 = = 
1¢ 264,000 - = 
Total (all dates) 
$2 4,926,000 29,135,000 345,690,000 
$1 - - 17,101,000 
50¢ 569,000 387,000 381,000 
25¢ 10,676,000 717,000 44,297,000 
1o¢ 201,317,000 60,415,000 42,762,000 
5¢ 147,311,000 26,765,000 36,746,000 
I¢ 943,640,000 506,928,000 511,682,000 
Total 1,308,439,000 624,347,000 998,659,000 


pt Ol a eae ee 


() 


Figures are rounded to the nearest thousand pieces. 
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50¢ 


(1) 


1995 1996 

— 375,483,000 
41,813,000 17,101,000 
626,000 458,000 


89,210,000 28,106,000 
123,875,000 51,814,000 
78,780,000 36,686,000 
624,983,000 445,746,000 


STATISTICS — TABLE 2 


(1) (2) 


Canadian circulation coinage — Cumulative production up to December 31, 1998 


1997 


16,942,000 


387,000 
43,126,000 
27,354,000 

949,868,000 


1998 


4,926,000 


308,000 
201,073,000 
146,530,000 
900,436,000 


Total coins of each date and denomination, regardless of the calendar year in which they were produced. 


(2) 


Figures are rounded to the nearest thousand pieces. 


Pa gengio 


1999 


261,000 
10,676,000 


264,000 


Canadian circulation coinage issued in 1998 


STATISTICS — TABLE 3 


(1) 


* 


(2) 


— Geographic distribution 


Province City $2 $1 50¢ 25¢ 10¢ 5¢ I¢ 
Newfoundland St. John’s 110,000 - — 1,220,000 1,850,000 636,000 12,865,000 
New Brunswick Saint John 704,000 ~ — 1,920,000 4,950,000 3,550,000 23,265,000 
Nova Scotia Halifax ~ = - - 9,100,000 4,648,000 41,460,000 
Quebec Montreal _ 1,303,000 - — 1,918,000 24,250,000 = 15,044,000 + ~—-98,218,000 
Ontario Ottawa 3,050,000 = — 4,760,000 21,163,000 11,468,000 ~—-64,638,000 
Toronto _ 9,760,000 - — 14,250,000 71,463,000 50,424,000 + 337,264,000 

Manitoba Winnipeg 300,000 = — 3,680,000 9,075,000 5,544,000 41,340,000 
Saskatchewan Regina 950,000 = — 1,130,000 7,108,000 3,984,000 29,255,000 
Alberta Calgary 284,000 = — 1,920,000 ~— 14,093,000 8,736,000 65,570,000 
Edmonton 462,000 = — 1,280,000 —:11,690,000 6,456,000 43,645,000 

British Columbia Vancouver 3,252,000 a — 2,380,000 20,150,000 12,664,000 ~—-87,540,000 
Sundry persons “? 61,000 84,000 —_ 375,000 314,000 333,000 1,160,000 1,143,000 


SEE CASTS YD Ic SOS L232 ee 
Total 
(1) 


Figures are rounded to the nearest thousand pieces. 


20,236,000 84,000 375,000 34,772,000 195,225,000 124,314,000 846,203,000 


(2) 


The dates on the coins are not always the same as the calendar year in which they were issued. 


(3) 
(4) 


The coins were issued to financial institutions in these cities. 


The figures for Sundry persons do not include numismatic coinage purchases. 
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STATISTICS - TABLE 4 


(1) 


Canadian numismatic coinage issued — as of December 31, 1998 bearing the dates 1997 and 1998 


1998 1997 2) 
Pieces Pieces 
Platinum Proof Coin Set (999.5 Pt) ‘3 527 616 
Platinum Proof Coin (999.5 Pt) 1/2 oz. 133 184 
Platinum Proof Coin (999.5 Pt) 1/10 oz. 441 740 
1998 .99999 Gold Coin 1,997 - 
22-Karat Gold Coin 6,395 11,610 
14-Karat Gold Coin 9,885 14,775 
Silver Aviation Cameo Coin Series — Part II 
Coin #5 F-86 Sabre ~ 16,440 
Coin #6 CF-114 Tutor - 18,414 
Coin #7 CP-107 Argus 12,797 - 
Coin #8 CL-215 Waterbomber 13,026 ~ 
go‘ Anniversary Proof Silver Coin Set 9/935 - 
go‘ Anniversary Antique Silver Coin Set 24,819 ~ 
1998 Fine Silver Coin “Bethune” 61,315 - 
Silver Lunar Cameo Coin Series 68,888 - 
10 Ounce Silver Maple Leaf Coin 10,833 = 
Proof Silver Dollar 120,172 184,965 
Brilliant Uncirculated Dollar 79,777 155,252 
Proof Set ‘ 88,741 113,647 
Specimen Set 63,374 97,595 
Uncirculated Set © 132,356 174,692 
Tiny Treasures Uncirculated Gift Set (5) 58,764 59,199 
Oh! Canada! Uncirculated Gift Set (5) 67,502 84,124 
50 Cent Sterling Silver Proof Coins (Canadian Sports Firsts) 45,177 - 
50 Cent Sterling Silver Proof Coins (Discovering Nature Series) 102,595 184,536 
Silver Proof Ten Cent Coin - 49 848 
10th Anniversary Silver Proof Dollar Coin - 24,995 


(1) 


Coins reported as issued are not necessarily all delivered in the same calendar year and therefore do not correspond to reported sales. 


(2) 


Revised figures. 


(3) 


Four-coin set. 


(4) Eight-coin set, including a $2, $1, (925 Ag) and a $1 (aureate). 


(5) Seven-coin set. 


(6) 


Five-coin set. 
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STATISTICS — TABLE 5 


Maple Leaf coinage — Sales in ounces for 1997 and 1998 


1998 1997 
Gold Maple Leaf coinage 
$50 (9999 Au) 593,704 478,211 
$20 (9999 Au) 32,683 31,677 
$10 (9999 Au) 21,368 24,526 
$5 (9999 Au) — 30,194 18,854 
$1 (9999 Au) eats 2,986 
Total (ounces) 680,162 556,254 
Platinum Maple Leaf coinage 
$50 (9995 Pt) 10,403 25,480 
$20 (9995 Pt) 2,143 1,995 
$10 (9995 Pt) 954 1,138 
$5 (9995 Pt) 571 705 
$1 (9995 Pt) 100 67 
Total (ounces) 14,771 29,385 
Silver Maple Leaf coinage 
Teena 591,359 100,970 
Total (ounces) 591,359 100,970 
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STATISTICS — TABLE 6 


Refinery operations for 1997 and 1998 


Total 1,119,863 


Gross weight 

(Troy ounces) 
1998 1997 

Deposits from Canadian Mines 

Quebec 438,756 548,527 
Ontario 616,856 595,466 
Saskatchewan 10 10 
British Columbia 54,764 _ 71,234 
Northwest Territories 9,477 176,304 
1,391,541 
Deposits from other sources 1,932,140 1,599,768 
Total 3,052,003 2,991,309 


(1) 
(2) 


Expressed in terms of Troy ounces of fine gold. 


HEAD OFFICE, OTTAWA 


Refined gold (9999) produced 
(Troy ounces) 2 


Refined silver (999) produced 
(Troy ounces) “) 


DESIGN AND PRODUCTION 


Royal Canadian Mint Victory Inc. 
320 Sussex Drive 
Ottawa, Ontario PHOTOGRAPHY 


Canada KIA oG8& 
(613) 993-3500 


PRINTED IN CANADA BY 


WINNIPEG PLANT 

Royal Canadian Mint 

520 Lagimodiére Boulevard 
Winnipeg, Manitoba 
Canada R2J 3E7 

(204) 983-6400 


www.rcmint.ca 
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M.O.M. Printing, Ottawa 


1998 1997 1998 1997 
301,533 385,898 93,194 114,311 
517,769 491,710 68,373 67,610 

a 4 2 1 

40,840 97,839 10,147 9,378 
7,405 139,157 1,380 26,916 
867,551 1,074,608 173,096 218,216 
1,758,279 1,441,385 54,039 54,488 
2,625,830 Das 227,135 272,104 


These figures refer only to the silver produced as a by-product of the refining of gold. 


Martin Lipman / Lipman Still Pictures 


RCM 1998 ANNUAL REPORT FEED-BACK FORM 


WE VALUE YOUR OPINIONS. Having the benefit of your comments on the Royal 


Canadian Mint 1998 Annual Report would be of considerable assistance to us in the content and 
design of future Reports. Please complete and seal the following questionnaire and return this 
postage paid form to us. THANK YOU. 


I) Regarding this Annual Report, would you say that you: 


— 


1 read it entirely 


read many sections 


CJ read one particular section 


read none of it (go to question 7) 


2) Which of the following sections of the Annual Report did you read? 


Please check all the sections you read. 


Towards a Bright Future — From the Chair 


(| Laying The Groundwork — From the President 
Preparing the Ground 

C1 1998 Highlights 

C Emerging as a Global Trader 


Eye on the Horizon 


C1) Preparing the Ground 


Building the Team 


C) Ready for the Future 


C) Financial Review 


Management Report 
C Auditor's Report 


Balance Sheet 


C1 Statement of Operations and Retained Earnings 


Statement of Changes in Financial Position 


Notes to Financial Statements 


11 Five-Year Review 
Statistics 


3) Among the sections of the Annual Report, which did you find useful? 


Please check all the sections you found useful. 


Towards a Bright Future — From the Chair 


Laying The Groundwork — From the President 


_) Preparing the Ground 
1998 Highlights 
LI Emerging as a Global Trader 


[] Eye on the Horizon 


L) Preparing the Ground 


Building the Team 


L] Ready for the Future 


Financial Review 


Management Report 
[1 Auditor's Report 
Balance Sheet 


Statement of Operations and Retained Earnings 


Statement of Changes in Financial Position 


OC Notes to Financial Statements 


Five-Year Review 
Statistics 


4) How would you evaluate the following attributes of the Annual Report? Mark the position 
corresponding with your opinion on each line graph with an “X”. Please answer all the 
following questions. 

Example: If you found the Annual Report to be more difficult to read than easy, you would 

mark the line graph as follows: 


EASY TO READ | X | DIFFICULT TO READ 


NOT AT ALL | VERY APPEALING 
APPEALING 

CONCISE | | | | LENGTHY 
BORING | | | | INTERESTING 
EASY T0 | | | DIFFICULT TO 
UNDERSTAND UNDERSTAND 
WELL ORGANIZED | | | | | HARD TO FOLLOW 
HAS A “PRIVATE | | | HAS A “PUBLIC 
SECTOR” LOOK SECTOR” LOOK 
POOR CHOICE | | | GOOD CHOICE 

OF PHOTOS OF PHOTOS 

| VERY MUCH LIKE | | | 1 DO NOT LIKE 
THE PHOTOS THE PHOTOS AT ALL 
WRITING STYLE | | | WRITING STYLE 
NOT AT ALL FITTING VERY FITTING 
FOR THE ROM FOR THE RCM 


5) What, if any, information not included in this Annual Report would you have wanted to find? 


iii) 


A el 


6) What are your suggestions for improving the RCM’s Annual Report? 


iii) 
7) Which of the following best describes your relationship with the RCM? 
C1 customer of the RCM 


coin dealer/distributor 


representative from the media 


person employed by the RCM 


member of government 


financial analyst/representative of a bank 
other (specify) 


8) You reside in the following country: 


THANK YOU FOR YOUR INPUT. 


FOLD 


FOLD 


MAIL S»POSTE 


Canada Post Corporation 
Societe canadienne des postes 


Postage paid Port payé 


if mailed in Canada si posté au Canada 
Business Reply Réponse d'affaires 
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1998 % change 


584.4 511.3 14.3 
22.0 4.7 368.7 
388.3 


gI.2 61.1 


182.0 134.0 35.8 

27.5% 7.0% 292.9 

0.46:1 0.69:1 (33.3) 

equity (in millions of dollars) 91.0 69.2 31.4 


arg due to the Millennium coin program. 
0 of metal divided by average number of employees (in thousands of dollars). 


e (segmented) Net income (loss) Total production 


($ in millions) (millions of pieces) 


a7 3,569.3. 3,550.3 
2,029.4 
1,765.7 1,791.1 
95 96 97 98 99 95 96 97 98 99 95 96 97 98 99 


7 


Profile/segment description 


The Royal Canadian Mint produces all 
of the circulation coins used in Canada 
and manages the supporting distribution 
systems for the Government of Canada. 
The Mint is one of the world's foremost 
producers of circulation, collector and 
bullion investment coins for the domestic 
and international marketplace. It is also 
one of the largest gold refiners in 
the world. 


Bullion products 
Gold, silver and platinum bullion 


investment products 


Canadian circulation coins 


Coins for business transactions in 


Canada 


Canadian numismatic coins 
Canadian precious and base metal 


collector coins 


Foreign circulation coins 
Coins for business transactions produced 


for foreign countries 


Foreign numismatic coins 
Precious and base metal collector coins 


produced for foreign countries 


Total revenue (% by segment) 


© Canadian (13.4%) 
circulation 

® Canadian (13.0%) 
numismatic 


@ Foreign circulation (11.4%) 
@ Foreign numismatic (1.2%) 
@ Bullion (59.7%) 
! Refining services/ (1.3%) 
Other 


Bullion revenue (¢ in millions) 


348.7 (59.7% of total) 


Canadian circulation coin revenue (¢ in millions) 


y 78.4 


(13.4% of total) 


Canadian numismatic coin revenue (¢ in millions) 


76.2 (13.0% of total) 


Foreign circulation coin revenue (¢ in millions) 


(11.4% of total) 


Foreign numismatic coin revenue (§ in millions) 


6.9 (1.2% of total) 


1999 Key statistics 


Revenue by region ($ in millions) 


B U.S. (202) 
® Canada (182.4) 
B Asia (74.9) 
@ Europe G3) 
© Africa (25.8) 
© Latin America (15.2) 
‘> Middle East (3.6) 
Bullion revenue (% by region) 
® Canada (10.5%) 
@ Other (3.3%) 
' Asia (9.7%) 
B U.S. (76.5%) 


Se someninssensnamnninssehsitdsbmnsenasessinnanenoasaatenantonntrctenter nian 


Canadian circulation coins (millions of pieces) 


@ 1 cent (1,048.0) 
M™ 5 cent (114.6) 
@ 10 cent (224.9) 
®@ 25 cent (266.4) 
@ 50 cent (0.2) 
1 dollar = 
!) 2 dollar (25.5) 


Canadian numismatic coin revenue ($ in millions) 


§§ Total 
© Millennium 


(76.2) 
(36.0) 


Foreign circulation coin revenue (% by region) 


@ Asia (43.9%) 
@ latin America (12.3%) 
© Africa (38.9%) 
! Middle East (4.9%) 


Foreign numismatic coin revenue ($ in millions) 


@@ Total (6.9) 


@ Macau (5.8) 
84% of total 


Segment highlights 


Significant international presence 


Significant U.S. penetration 


Higher than normal 25¢ volumes due 


to success of Millennium program 


Higher than normal revenues due to 


success of Millennium program 


asinisnaiatonssirinertsicieevbivemeapinnn veneeiianisant 


Continued success in traditional 


markets 


Successful Macau program validates 
new approach to foreign numismatic 


contracts 


Currency in 
International 
business 


Arrival of Vikings in No 


The Royal Canadian Mint has evolved to become an international leader in 
minting. Through strategic planning and the adoption of leading business 
practices, the Mint has met the highest demands of the global marketplace. 


1999 was outstanding in this regard. With aggressive R&D, innovative product 
development, implementation of ISO 9000 quality-control and continuous 
improvement procedures, innovative collective bargaining and ambitious 
legislative reform, the Mint positioned itself at the fore of the industry—able 
to capitalize on emerging opportunities in every corner of the world. 


RAS Mea NOR 


Sanaa eure 
sae 


Robert Fenn, Carole Dorris, Francine Gauthier and Lidano (Lee 


reece ci AUR lok 


RGAE 


ee ee 


Bargaining for the collective good - Here at home, the Mint reached a 
tremendous milestone last year with the ratification of new three-year 
collective bargaining agreements for Amalgamated Transit Union and PSAC 
union employees. Maintaining stability of the work environment for both 
domestic and foreign business, these agreements depart from traditional 
contracts. Recognizing the unique nature of Mint manufacturing activit they 
are highly flexible, allowing for operation seven days a week and for the 
hiring of part-time and temporary staff to meet production demands as they 
ebb and flow. These agreements also celebrate the entrepreneurial culture of 
the Mint, rewarding performance when the Mint meets its financial targets. 


Centsational 
sales of 
Millennium 
coins 


Alert to new product opportunities - Capitalizing on the excitement around 
the year 2000, the Mint launched Create a Centsation—a national 
Millennium-coin design contest that drew more than 66,000 responses. Each of 
the 12 designs selected for the 25-cent coin series was released monthly in a 
different province or territory. The circulation coins were also offered as 
collectors’ items—in a Millennium Souvenir set that featured all 12 coins 
accompanied by a Millennium medallion, as individual sterling-silver coins, and 
in a 12-coin sterling-silver set. As part of the Millennium program, the Mint 
introduced a two-dollar coin featuring an Inuit design that celebrates the 
establishment of Nunavut, Canada’s newest territory. The program continues in 
2000, with 12 additional 25-cent circulation coin releases and a two-dollar coin. 


ae eta ee 

eter arrester ons eemrenaar oer 

FREI RE TENOR ARE 
ONAL SN aol ay 


ca 


SPE 


Retailing Millennium Souvenir Sets at Home Hardware storés. 


i 
i 
' 


Saber 


ae 
oy 


reg 


The capacity to meet demand - The Millennium program was a multifaceted 
success. By encouraging Canadians to commemorate this pivotal event with 
prestigious souvenirs, it allowed the Mint to penetrate the retail market, 
opening up non-traditional distribution channels through Home Hardware, 
7-Eleven and other stores. More than anything, the Millennium program 
demonstrated the Mint’s significant capacity for production. ‘Ilo mect 
tremendous demand for the 25-cent circulation coins, the Mint expanded 
manufacturing operations and shipped more than 266 million coins —nearly 
three times typical annual volumes. The Mint also exhibited unparalleled 
flexibility in meeting demand for the Millennium Souvenir Set, a collector’s 
offering that broke all records with sales of 1.4 million sets. 


Sales of gold 
bullion to 
the U.S. | 
grew by 34% 


Gold Maple Leaf 1999-2000 


The right place at the right time - 1999 was the most successful year for 
bullion sales in over a decade, particularly in the United States. Having care- 
fully developed a strong dealer and distributor network over the past several 
years, the Mint was able to quickly, effectively and competitively respond to 
high demand from U.S. customers. 
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Differentiating the Mint - Success in bullion was also attributable to the Mint’s 
innovative efforts in product differentiation. During 1999, the Mint produced 
a one ounce Millennium Gold Wafer for markets in North and South America, 
and a Silver Maple Leaf coin with a Year of the Rabbit privy-mark for a US. 
customer—both highly popular with their target markets. 


70% of Royal 
Canadian Mint 
business was _ 
_ international 


1999 Sterling Silver coin 


Macau Special Administrative Regio: 


Global sales - In 1999, the Royal Canadian Mint leveraged recent technological 
developments to produce popular coins. The first-ever Canadian hologram 
coins were issued in a limited mintage Gold Maple Leaf hologram set. The 
hologram technology was also used to serve a foreign customer, with a silver 
hologram coin produced for Taiwan. The Mint produced a .99999 pure gold coin 
as part of the numismatic coin program for Macau, using the world’s purest gold 
for a foreign coin for the first time. In foreign circulation, the Mint maintained 
a strong level of sales, creating 1.8 billion coins for 18 national governments in 
Africa, Latin America, Asia and the Middle East. 
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4 Orienting the Mint - The Mint aggressively pursued the Asian market for 
numismatic sales, developing a customized version of the sterling-silver 
Millennium 25-cent coin set for the Canadian Chinese community and selling 
out the Year of the Rabbit Silver Lunar Cameo coin. Building on its past 
creation of a commemorative coin for the return of Hong Kong to China, the 
Mint also developed a series of products to commemorate the repatriation of 
Macau—managing the entire process, from product development through 
manufacturing to marketing. Production capacity was critical to delivery: 288,888 
five-coin sets —a total of 1,444,440 coins —were produced in under eight weeks. 


Legislative 
change is 
opening up a 
~nhew world of 
business _ 


Renewed by reform - Changes made in 1999 to the Royal Canadian Mint Act are 
creating global opportunities for the Mint. The amendments have facilitated 
a swifter approval process for new coins, enabling the Mint to respond more 
quickly to customer requests and market opportunities. They have also placed 
the Mint on equal footing with its principal competitors. 


With this new flexibility, the Mint is tackling new markets, investigating 
value-added options that will ensure better service to customers in Latin 
America, Asia and other parts of the globe, and developing an ambitious 
program to extend its network of international business partners and expand 
its competitive presence around the world. 
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What a remarkable year for the Royal Canadian Mint—both around the 
world and here at home. 


Millennium Triumph 

The 1999 millennium coin series was a resounding success. The program 
involved and excited Canadians from across the country. I look forward to its 
continued success throughout 2000. 


The Capacity to Deliver 

Indeed, manufacturing was a critical driver of our achievements this year. Not 
only were we able to accommodate Millennium numismatic product demand, 
but also to produce high volumes of coin products for Macau. Capacity was 
further tested by the high demand for circulation coins; we shipped over 
266 million 25-cent coins—nearly three times typical annual volumes. 


ISO Achievement 

I am proud of our employees’ commitment to achieving ISO registration 
at both the Winnipeg and Ottawa facilities. ISO status will enhance our 
marketability to international customers, many of whom now require their 
coinage suppliers to be ISO-certified. 


With our new plating facility completed ahead of schedule and under budget, 
we look forward to the cost-savings this environmentally sound technology 
will bring once full-scale production begins in July 2000. 


A Remarkable Team 

As always, the expertise of our R&D staff in engineering, assay and refinery 
were key to new product developments in 1999. However, I must extend my 
gratitude to all employees, who continued to embrace the changes required in a 
dynamic enterprise such as ours. With new collective agreements and an 
ongoing commitment to continuous improvement, they are helping to ensure the 
Mint’s continued success. I applaud their hard work and team approach, which 
enabled us to confidently meet the Year 2000 information-technology challenge. 


A New Chapter 

We move forward into the new millennium with excitement and confidence, 
and with a new Chairperson, Mr. Emmanuel Triassi, at the helm of our Board. 
I would like to extend sincere thanks to outgoing Chairperson, Dr. José Blanco, 
for his dedication and guidance during his tenure. 
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Marketing the Mint 

In 2000, we will continue to capitalize on the strong appeal of our millennium 
products and take advantage of the stronger profile the Mint achieved in 
1999. We will continue to invest in advertising, promotions and new technologies 
while maintaining our global reputation for high-quality products and services. 


In March 1999, we launched PURE 9999, a breathtaking collection of 
gold, platinum and silver jewellery. The launch was part of the bi-annual 
Matinée Fashion Ready-to-Wear, one of the Canadian fashion industry’s most 
prestigious events. 


Investing in People 

We will continue to invest heavily in training and development so our personnel 
become even better informed of the dynamics of managing this competitive 
business. We will continue to build a challenging work environment that rewards 
employee performance, and will strengthen even further the cooperative 
relationship with our unions, identifying and adopting new, flexible business 
practices that meet the demands of our industry. 


We were also proud to recognize the outstanding efforts of six employees 
who received the President’s Award of Excellence: Xianyoa Li, Amrik Soor, 
Claude Grenon, Roger Labonté, Madeleine Bertrand and Norman Toye. Each 
contributed —as individuals and team members—to the Mint’s international 
leadership. 


Unwavering Focus 

Our aim remains clear: to be the global leader in minting—through people, 
innovation and quality. Our strategies of investing in people, marketing and 
sales, technology and infrastructure have and will continue to propel us 
toward that goal. 


Ve eae eS 


Danielle V. Wetherup 
President and Master of the Mint 
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Tam truly thrilled to have joined the Board of Directors of the Royal Canadian 
Mint during such a dynamic and successful time. 


I look forward to building on the accomplishments of the Mint during 1999 
through continued responsive corporate governance. The Board has updated its 
By-laws and consolidated them into a single By-law which clearly defines the 
principles of governance, the responsibilities of the Board and its members, 
and sets terms of reference for its various committees. 


In the coming months, the Board will optimize the strengths and talents of 
individual members, focus on driving the activities outlined in our five-year, 
strategic corporate plan, and identify additional strategies for increasing the 
global competitiveness of the Royal Canadian Mint. 


Changes to the Royal Canadian Mint Act have already bolstered these efforts 
by enabling the Mint to become more customer-focused and responsive to 
market opportunities. The amendments have strengthened our competitive 
edge by enabling us to investigate new partnerships and pursue new business 
opportunities in Canada, the United States and abroad. 


Indeed, a new era for the Royal Canadian Mint is dawning. 


ee 


Emmanuel Triassi 
Chairperson 
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Consolidated results of operations 


In 1999, the Royal Canadian Mint achieved the second highest earn- 
ings in its 91-year history with net income rising to $21.7 million, an 
increase of 388% over the $4.5 million earned in 1998. The year was 
marked by sales of new products that significantly exceeded expecta- 
tions; steady sales of the Mint’s traditional products; and significant 
improvements in productivity throughout the Mint’s facilities: 

¢ The broad popularity of the Millennium numismatic products 
generated revenues of $36.0 million. 

* Year 2000 uncertainties and a decline in the price of gold during 
the year pushed sales of Gold bullion products to 758,300 ounces 
in 1999, compared to 680,200 ounces in 1998. Revenues rose to 
$330.0 million, $20.0 million more than in 1998. 

¢ Silver Maple Leaf coin sales reached 1.23 million ounces, bringing 
in revenues of $11.9 million ($6.4 million — 1998). 

* Demand for Canadian circulation coins pushed production to 
1.7 billion coins, the Mint’s second highest annual production level, 
including 266.4 million 25-cent pieces and 25.1 million Millennium 
$2 coins. 

At the same time, the Mint’s continuous improvement and new quality 

systems initiatives continued to improve productivity in both the 

Winnipeg and Ottawa plants. At year end, with the near-completion 

of the plating facility, the Mint’s total assets rose to $180.6 million, an 


increase of 13.5% from $159.1 million a year earlier. 


Revenue 

Total revenue for 1999 was $584.4 million, a 14.3% increase over 1998 
revenue of $511.3 million. Of this increase, more than 50% can be 
attributed to new products, the most significant being the 
Millennium numismatic products. Bullion and Canadian circulation 


revenues also contributed significantly to the increase. 


Canadian numismatic coins: Revenue from Canadian numismatic 
coins increased to $76.2 million in 1999, an increase of 75.2% from 
$43.5 million in revenue in 1998. The most important driver behind these 
increases was the demand for the Millennium numismatic products. 
By the end of 1999, issues of 1,445,150 souvenir sets, 113,645 silver 
commemorative single coins, 58,246 proof silver sets and 6,694 
Millennium Dragon proof sets had been achieved. Issues of the 
Millennium gold $2 coin, which was launched in June, were 4,088 and 
issues of the Millennium proof $2 coin, launched in July, totaled 39,638. 
Revenue from the Millennium products generated 54% of the 
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contribution from all Canadian numismatic coins. Coins minted to 
commemorate the Year of the Rabbit in the Chinese lunar calendar 
generated another $4.6 million in revenue. Revenue from core 


numismatic products were consistent with those in 1998. 


In August 1999, the Mint further advanced the technological expertise 
that it can use in the development of numismatic coins with the 
release of its first hologram coins, a limited edition set of Gold Maple 
Leaf numismatic coins, at the World’s Fair of Money in Chicago. 
Holograms and other fine design features were also used for the first 


time in I to make the Mint’s bullion products more competitive. 
999 Pp Pp 


Bullion: Revenue from bullion products rose to $348.7 million in 
1999, a 7.2% increase from $325.4 million in 1998. Gold bullion products, 
including Canada’s Gold Maple Leaf (GML), are a traditional hedge 
against economic and financial turmoil. At the same time, investors 
interested in precious metals as an investment purchased the coins 
as the price of gold began to decline during the summer, believing it 
to be a buying opportunity. Sales of the more affordable, higher 
margin, 1/1o-ounce coin more than tripled from 1998 to reach 
709,920 coins. The Mint also sold 1.2 million Silver Maple Leaf coins 


(0.6 million — 1998). 


Demand for bullion in the United States was particularly strong, 
causing sales in the U.S. to increase to 76% of total bullion sales in 
1999, up from 62% in 1998. 


Canadian circulation coins: The Mint produces circulation coins 
under contract to the Canadian government to meet the demands of the 
Canadian public. As a result of demand for the Millennium circulation 
coins, revenue from the production of Canadian circulation coins 
were $78.4 million compared to $44.4 million in 1998. In 1999, the 
Mint established a broader relationship with Canada Post to distribute 
the circulation Millennium coins throughout over 7,000 postal out- 
lets. (Canada Post has traditionally distributed only the Mint’s 
numismatic products.) This significantly expanded the breadth of 
distribution across the country, ensuring most Canadians had access 


to these special coins. 
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Canadian circulation coin 
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Foreign circulation coins: The Mint produced coins for 18 countries 
in 1999, with total shipments reaching 1.8 billion pieces, generating 
$66.4 million in revenue ($87.5 million — 1998). The most significant 
contracts were with Hong Kong, Ghana, and the Philippines. The 
change in revenue reflects the highly competitive nature of the foreign 
coin marketplace, however, improved service and flexibility along with 
continuous improvement initiatives caused contributions from foreign 


circulation coins to increase in 1999. 


Foreign numismatic coins: Sales of foreign numismatic coins in 1999 
were dominated by an agreement to produce, market and distribute 
coins to commemorate the December 20, 1999 handover of Macau to 
China. The Mint produced a .99999 gold coin, a sterling-silver coin 
and a five-coin uncirculated set. Total sales of foreign numismatic 


coins generated $6.9 million in revenue ($6.2 million — 1998). 


The Macau contract is an example of the Mint’s new approach to 
developing its foreign numismatic business. The Mint proposed, 
designed, produced, and used its marketing and sales channels to sell 
the coins for Macau. In the past, the Mint has simply produced the 
coins for the customers, who were in turn responsible for marketing 
and selling them to the public. The ability of the Mint to market and 
distribute the coins directly to the public is expected to have a 


significant impact on future growth in sales. 


Refining services: The Mint refines gold received from a variety of 
sources and has earned an international reputation for integrity, 
purity and security. Revenue from these activities declined in 1999 to 
$2.7 million from $3.0 million in 1998, reflecting the depressed 
conditions in the gold mining industry and intense competition 
by refineries for gold brought to market. The refining operation also 
supports the manufacturing of the Mint’s bullion coins, jewellery and 


numismatic coins that contain precious metal. 


Under its continuous improvement program, the Mint refined its 
process to produce .99999 gold, the world’s finest gold. At the same 
time, cycle time and production costs were reduced while yields were 


increased. The refinery also improved throughput capacity in its 
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casting operation with a set up of twin furnaces. The increase in 
capacity prepares the Mint to meet improved demand in the future. 
Refining services also provided consulting services, through the 
Canadian International Development Agency, to Guyana and 


Surinam. In return, the Mint secured a 10-year refining contract. 


Other 

The Mint produces a wide variety of tokens, medals, trade dollars 
and jewellery. Revenue from these products rose to $5.3 million in 
1999 ($2.0 million — 1998). This increase was driven primarily by the 
launch of a new line of PURE 9999 jewellery products during the 
year, backed by an aggressive marketing campaign. The Mint saw a 
42% increase in the number of retail points of sale for its jewellery 
throughout Canada this year. Retail accounts are the main source of 
revenue for this division and the Mint is expanding this channel in 


the US. 


The Mint and e-business 

During the year, a redesign transformed the Mint’s Internet site 
from an information vehicle into a component of the marketing and 
sales program. The site, which offered only a few products for sale in 
1997 and 1998, was also expanded to sell all of the Mint’s numismatic 
products. As a result, the number of orders received during 1999 
increased to 2,785 from 325 in 1998 while total revenue from the site 
increased to $305,358 from $32,428. The Internet has proven to be an 
effective channel for reaching individuals who might not otherwise 
purchase products from the Mint. During 1999, 72% of the orders 


submitted through the site were from new customers. 


Operating costs 

Operating costs — including cost of goods sold and the costs of market- 
ing and sales, administration and depreciation — were $561.2 million, 
an increase of 11.0% over costs of $505.5 million in 1998. Cost of 
goods sold, which represents 88% of total operating costs, increased 
9.6% over 1998 to $493.2 million ($450.2 million — 1998), primarily 
because of the increased volume of metals required to meet higher 
production levels. Gold prices fluctuated significantly over the year 
but the average price for gold in 1999 was $279USD per ounce, a 5% 
drop from the average price of $294USD in 1998. The price of the 
two primary base metals purchased by the Mint — nickel and copper 
— increased significantly throughout the year. The average price of 
nickel more than doubled in 1999 over 1998. The average price of 
copper rose by 25%. 
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Employment at the Mint varied throughout the year in keeping with 
production demand, with wages and benefits increasing to $39.3 million 
($34.6 million — 1998). By the end of the year, employment was at 745 
persons (769 — December 31, 1998), including both permanent and 


temporary employees. 


In the course of the year, the Mint invested over $1.1 million in the 
development of its employees by enhancing its leadership capacity 
(through coaching training), quality system expertise (ISO training) 
and overall proficiency in computer skills. The successes achieved in 
1999 reflect a common denominator — the innovation, commitment 
and confidence of our people. The Mint’s dedication to encouraging 
these values and attributes is backed by a commitment to spend 


4% of payroll on skills development in 2000. 


The impact of these increased costs was mitigated by several 


initiatives to improve productivity and effectiveness. 


Under the continuous improvement process, the Ottawa plant 
launched the Pactol Project to examine the process to produce 
1/10-ounce gold bullion blanks. Refinements to the process improved 
the yield of acceptable blanks and reduced the rate of rejected coins to 
6% from 18% without any compromise in quality. The improved yield 
gave the plant the ability to respond to the unexpectedly high demand 
in March 1999 for Gold Maple Leaf coins. 


The continuous improvement process, begun in 1995, has significantly 
improved manufacturing performance at the Mint. One improvement 
involved developing a die recycling process for stripping, inspecting, 
reworking and re-plating dies. As a result, the cycle time for die 
production was reduced by 33% and the time required to produce 
trial dies for new products was reduced from two weeks to three days. 
This allows the plant to spend more time in pre-production, reducing 
the launch time required for new products, a capability that was 


proven during the production of the Macau coins. 


In 1999, the Mint’s plants implemented a more comprehensive preven- 
tative maintenance program. As part of this program, 18 presses in 
Winnipeg were rebuilt or refurbished. At the same time, a special 
thermographic camera that can detect hot spots in the equipment is 
now being used to prevent potential electrical or switch failures. As a 
result, by the end of 1999 the amount of downtime caused by equipment 


failure had been significantly reduced. 
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Through investments in equipment and changes in the manufacturing 
processes, the Mint has been able to increase the throughput per 
shift, reduce reject rates, improve die shop performance, and decrease 
cycle times — the time required to produce a coin from casting 


to packaging. 


Occupational health, safety and the environment 

In 1999 the Mint integrated the two departments that were responsible 
for occupational health, safety and the environment to better 
coordinate their efforts. Improvements made during the year in the 
Occupational Safety and Health (OSH) program and the 
Environmental Management System (EMS) have contributed to a 
safer and healthier environment. Although the number of accidents 
increased during the year along with higher production and employ- 
ment levels, the severity rate of accidents per 100 employees 


decreased to 41.5 in 1999 from 46.1 in 1998. 


Marketing and Sales 

The Mint has been expanding advertising for all its business activities 
over the past five years, gradually increasing spending to $16.3 million 
in 1999 from $7.6 million in 1995. An aggressive print and broadcast 
advertising campaign was launched on multiple fronts with targeted 
communications aimed at seasoned collectors, gift-givers and the 
general public. The results of these efforts were impressive; sales 
revenue of $584.4 million ($511.3 million - 1998). Awareness of the 
Mint increased from 59% to 64% and five direct marketing 
campaigns generated 320,000 calls to the Mint’s customer service 
call center as compared to an average of 150,000 calls in previous 
years. These calls translated into a 25% increase in the revenue 
generated through direct marketing. This increase in calls in 1999 


was managed with a minimal increase in staff. 


Marketing and sales costs, including advertising, increased by 21.6% 
to $40.4 million from $33.2 million in 1998. Initiatives to penetrate 
new markets and identify new, alternative sales channels to expand our 
market beyond that reached by our traditional sales channels were 


highly successful. 


New retail distribution networks were established during the year, 
including kiosks in major shopping malls and relationships with 
major retailers, including two prominent national retailers, Home 
Hardware and 7-Eleven. Finally, a key marketing and sales achievement 
in 1999 was the successful adaptation of existing numismatic products 
and advertising to penetrate the Chinese Canadian market. A special 
limited edition Millennium Commemorative set was sold out and a 
dragon medallion featured in the set was used to create a Year of the 


Dragon watch. 
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Administrative costs 

Administrative costs increased to $22.8 million from $18.0 million, 
primarily because of a number of major initiatives such as ISO 
certification, continuous improvement training, the launch of an 
Enterprise Resource Planning (ERP) system and significant efforts made 
to resolve technology issues related to the Year 2000. Administrative 
costs as a percentage of revenue, excluding Year 2000 costs, remained 
relatively stable at 3.6% (3.5% — 1998). The Mint’s transition to the 
Year 2000 was problem-free as a result of thorough testing efforts 
and, where necessary, the replacement or upgrade of systems and 
equipment. A side benefit of this major project was the updating of 
several key business and operating systems and, in some cases, the 


replacement of outdated equipment with state of the art facilities. 


Growth in operating results 

The 388% increase in net income in 1999 over 1998 was a result of 
the growth in operating income. Income from operations rose to 
$23.1 million compared with $5.8 million in 1998, an increase driven 
by the improved gross profit of 15.6% (11.9% — 1998) and strong 
revenue growth. Changes in the Mint’s operating income reflect not 
only the increase in revenue and the volume of products sold but 
also a significant shift in the mix of products sold toward those with 


higher margins. 


Interest income rose to $1.3 million ($1.1 million — 1998). Interest 
expense, primarily on the debt related to the construction of the 
plating facility, amounted to $2.4 million for 1999, compared with 
$2.2 million in 1998. The effective tax rate remained at zero, excluding 
large corporation taxes, due to the carry-forward of previous losses 
and differences between the tax and accounting value of assets. 
Depreciation expense increased to $4.9 million compared to $4.1 million 


in 1998, the result of a continued growth in capital investment. 
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Liquidity and capital resources 

Cash and short-term investments improved to $16.1 million by the end 
of the year from $9.8 million at the end of 1998. Strict management over 
working capital accounts resulted in improved accounts receivable 
management and faster inventory turnover with corresponding lower 


inventory levels for most product lines. 


The Mint’s strong working capital position made it possible for it 


to fund operations and capital expenditures, excluding the plating Capital expenditures 
sic 4 ‘I ee A ; ($ in millions) 

facility, without any borrowing. The Mint’s debt-to-equity ratio ® Expenditures 

declined to 0.46:1 at December 31, 1999 from 0.69:1 at the end of 1998. @ Plating expenditures 


30.3 


Capital expenditures: Expenditures on capital equipment, including the 
plating facility construction, were $30.3 million ($21.2 million — 1998). 
Priority was given to capital investments that increased the Mint’s 
flexibility, reliability and capability to meet customer demands. The 
Mint is also implementing a corporate-wide information system that 


will provide efficient and effective information technology solutions, 


respond to business requirements and provide for growth and expansion. 95 96 97 98 99 


Construction of the plating facility, which began in April 1998, was 
completed at the end of January 2000 at an approximate total capital 
cost of $30.0 million, three months ahead of schedule and $1 million 
below budget. The success of this project can be attributed to extensive 
planning during the years prior to the launch of the project and the 
seamless teamwork between the Mint’s staff and the construction 


management contractor, UMA. The Mint plans to introduce plated 


* Total assets 
@ Net capital assets 


($ in millions) 


steel coinage to the marketplace in July 2000. 


Financing: In 2000, the Mint will begin payment of the plating 
facility debt on which there has been a two-year deferral of interest 
and principal repayment. In 1999, the Mint reduced its long-term 
debt with a scheduled $1 million repayment and repaid $6.2 million 
of short-term debt. A $5.3 million repayment of principal and interest 
is scheduled for December 2000. The capital resources of the Mint 


were further enhanced with an increase in its borrowing limit to 


$75 million from $50 million as a result of an amendment to the 95 96 97 98 99 
Royal Canadian Mint Act. 


Risks to performance 

Precious metal risk: The Mint purchases three precious metals — gold, 
platinum and silver. These metals are used in the Maple Leaf and 
numismatic coins as well as jewellery. The Mint is not exposed to risk in 
a change in price in the metals used for the bullion coins because the 


purchase and sale of metals used in these coins is done on the same 
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date, using the same price, and in the same currency. For numismatic 
and jewellery products, risk is mitigated through a precious metal risk 
management hedging program involving forward contracts and 
options which ensures that budgeted margins are protected. At the 
end of 1999, the Mint had one option in place related to a guaranteed 


value gold coin issue. 


Base metal risk: The Mint purchases a wide range of alloys made from 

a handful of base metals for the production of domestic and foreign 

Exportsias-a (percentage circulation coins. The most significant of these base metals are nickel 
of total revenue and copper, for which the market has been very volatile, and tightening, 
throughout 1999. The Mint has developed relationships with strategic 

18% 18% vendors to secure supplies and manage costs in these difficult market 
conditions. Locking in the metal value only when the contract is 


awarded reduces the Mint’s exposure to metal price fluctuation. 


Foreign exchange rate risk: A significant portion of the Mint’s 


revenue arises from exports. Any foreign exchange rate risk is 


99 mitigated by pricing contracts in the same currency as the expenses to 
be incurred and through an active currency-hedging program. At the 


end of the year, there were no outstanding foreign exchange positions. 


Outlook 

1999 was an outstanding year for the Mint. The popularity of the 
Millennium program had a significant impact on performance and 
created a broader popular interest in coins and coin collecting. At 
the same time fundamental improvements were made in the Mint’s 
operations and ability to continue to perform well in the future. 
Improvements in productivity and effectiveness and the completion 
of the plating facility will create a manufacturing facility that can pro- 
duce more coins in less time at a lower price while maintaining the 


Mint’s reputation for quality. 


Hand-in-hand with these improvements to its operations, the Mint 
has acquired the expertise that will allow it not only to sell coins, 
tokens and medals but also its in-depth knowledge and understanding 


of minting technology. 
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Winnipeg and Ottawa achieve ISO certification 

As part of its vision to be a world class manufacturing operation, the 
Mint has sought certification from the International Organization 
for Standardization (ISO) for both the Winnipeg and Ottawa 
facilities. Winnipeg received ISO 9002 certification in June; Ottawa 
was recommended for ISO goor certification in December. 
Certification by ISO indicates that the plants meet internationally 
recognized standards for quality and consistency, which will enhance 
the Mint’s competitiveness when bidding for foreign circulation and 
numismatic coins. The Royal Canadian Mint is one of only a few 


mints in the world to have ISO certification. 


Productivity improvements and the start-up of the plating facility will 
make the Mint one of the lowest cost manufacturers of coins in the 
world, but low cost is only one factor that plays a role in securing 
international contracts. The ability to deliver the coin that the 


customer envisions can be just as important. 


In 2000, the Mint will continue to concentrate on improving the 
reliability, flexibility and capability of its facilities. Efforts will be 
focused on process improvements through a new quality systems 
approach and continuous improvement opportunities. The implementa- 
tion of Overall Equipment Effectiveness (OEE) measures will ensure that 
the Mint’s manufacturing efforts will keep pace with the increasingly 
rigorous expectations of our customers while constantly improving 


our margins. 


These changes are the groundwork that will make it possible for the 
Mint to take advantage of opportunities created through changes to 
the Royal Canadian Mint Act. Restricted in the past to growth only 
through expanding market share, the Mint is now able to form part- 
nerships, create subsidiaries and make acquisitions. Such freedom 
allows the Mint, for example, to own and manage distribution or 
minting facilities closer to its markets, dramatically reducing the cost of 


delivery and transportation of product to its customers. 


The Mint has the financing and operating capabilities in place to 
support its growth strategy to become the leading mint in the world. 


36 


nt report 


The financial statements contained in this annual report have been prepared by 
Management in accordance with generally accepted accounting principles in Canada and 
the integrity and objectivity of the data in these financial statements are Management's 
responsibility. Management is also responsible for all other information in the annual 
report and for ensuring that this information is consistent, where appropriate, with the 
information and data contained in the financial statements. 


In support of its responsibility, Management has developed and maintains books of 
account, records, financial and management controls, information systems and management 
practices. These are designed to provide reasonable assurance as to the reliability of 
financial information, that assets are safeguarded and controlled, and that transactions 
are in accordance with the Financial Administration Act and regulations as well as the 
Royal Canadian Mint Act and the By-law of the Corporation. 


The Board of Directors is responsible for ensuring that Management fulfills its responsibilities 
for financial reporting and internal control. The Board exercises its responsibilities 
through the Audit Committee which includes a majority of members who are not officers of 
the Corporation. The Committee meets with Management and the independent external 
auditor to review the manner in which these groups are performing their responsibilities 
and to discuss auditing, internal controls and other relevant financial matters. The Audit 
Committee has reviewed the financial statements with the external auditor and has 
submitted its report to the Board of Directors. The Board of Directors has reviewed and 
approved the financial statements. 


The Corporation's external auditor, the Auditor General of Canada, audits the financial 
statements and reports to the Minister responsible for the Royal Canadian Mint. 


De wots eS Qreob Giepine 


——oo 


Danielle V. Wetherup Bevérley A. Lepine 
President and Master of the Mint Vice-President, Administration and Finance 


To the Minister of Public Works and Government Services 


I have audited the balance sheet of the Royal Canadian Mint as at December 31, 1999 and 
the statements of operations and retained earnings and cash flows for the year then ended. 
These financial statements are the responsibility of the Corporation's management. My 
responsibility is to express an opinion on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted auditing standards. Those 
standards require that I plan and perform an audit to obtain reasonable assurance whether 
the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial 
position of the Corporation as at December 31, 1999 and the results of its operations and 
its cash flows for the year then ended in accordance with generally accepted accounting 
principles. As required by the Financial Administration Act, | report that, in my opinion, 
these principles have been applied on a basis consistent with that of the 


preceding year. 


Further, in my opinion, the transactions of the Corporation that have come to my notice 
during my audit of the financial statements have, in all significant respects, been in 
accordance with Part X of the Financial Administration Act and regulations, the 
Royal Canadian Mint Act and the By-law of the Corporation. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada, February 18, 2000 
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as at December 31, 1999 (in thousands of dollars) 


Assets 

Current 
Cash and short-term investments (note 8) 
Accounts receivable 
Prepaid expenses 


Inventories (note 3) 


Capital assets (note 4) 


Liabilities 
Current 
Accounts payable 
Short-term debt 
Current portion of loans (note 5) 


Deferred revenues 


Long-term 
Deferred revenues 


Loans (note 5) 


Provision for employee termination benefits 


Shareholder's equity 
Share capital 


(authorized and issued, 4,000 non-transferable shares) 


Retained earnings 


The accompanying notes are an integral part of these statements 


Approved by Management 


Ve Ne ot 


Danielle V. Wetherup 
President and Master 
of the Mint 


Approved on behalf of the 
Board of Directors 


, aoe 
Emmanuel Triassi 


Chairperson 
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1999 


$116,109 
35,834 
2,042 
37,419 
91,404 


89,204 
$ 180,608 


$ 33,208 
5,302 
5,728 

44,238 


2,188 
36,676 
6,529 
455393 


40,000 
59,977 


90,977 
$ 180,608 


$ 


$ 


$ 


Beverley A. Lepine 


Vice-President, 


Administration and Finance 


Recommended for approval on 
behalf of the Audit Committee 


oe 


Charles F.M. Ross, H.B.A., L.L.B. 


Chair 


1998 


9,813 
30,237 
1,740 
53,452 
95,242 


63,829 
159,071 


30,861 
6,200 
1,000 
7 ea i. 

40,784 


2,695 
40,302 
6,047 
49,044 


40,000 
29,243 
69,243 

159,071 


Statement of ope 
irnings 


d 


for the year ended December 31, 1999 (in thousands of dollars) 


and retaine 


1999 1998 
Revenues $ 584,372 $ 511,267 
Cost of goods sold 493,158 450,172 
Gross profit 91,214 61,095 
Other operating expenses 
Marketing and Sales 40,350 33,181 
Administration 22,788 18,043 
Depreciation 45943 4,067 
68,081 55,291 
Income from operations 233533 5,804 
Interest income 1,292 I,I15 
Interest expense (2,382) (2,216) 
Income before income tax 22,043 4,703 
Income tax (note 6) 309 252 
Net income 21,734 4,451 
Retained earnings, beginning of year 29,243 24,792 
Retained earnings, end of year $ 50,977 $2932.43 


The accompanying notes are an integral part of these statements 
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Cash flow statement 


for the year ended December 31, 1999 (in thousands of dollars) 


1999 
Cash flows from operating activities 
Cash receipts from customers $ 580,946 
Cash paid to suppliers and employees (5375725) 
Interest received 1,619 
Interest paid (706) 
Income taxes paid (320) 
43,814 
Cash flows from investing activities 
Purchase of capital assets (0,318) 
Cash flows from financing activities 
Repayment of loans (7,200) 
Proceeds from loans - 
(7,200) 
Net increase in cash and short-term investments 6,296 
Cash and short-term investments 
at the beginning of year 9,813 
Cash and short-term investments 
at the end of year $ 16,109 


The accompanying notes are an integral part of these statements 
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1998 


$ 504,779 
(505,762) 
775 

(914) 

(241) 
(1,363) 


(21,234) 


(1,022) 
37,200 
36,178 
13,581 


(3,768) 


$ 9,813 


December 31, 1999 

1. Authority and objectives 

The Mint was incorporated in 1969 by the Royal Canadian Mint Act to mint coins in 
anticipation of profit and carry out other related duties. The Mint is an agent corporation of 
Her Majesty, named in Part II of Schedule III to the Financial Administration Act. It produces 
all of the circulation coins used in Canada and manages the supporting distribution systems 
for the Government of Canada. The Mint is one of the world's foremost producers of 
circulation, collector and bullion investment coins for the domestic and international 


marketplace. It is also one of the largest gold refiners in the world. 


The Mint may borrow money from the Consolidated Revenue Fund or any other source, 
subject to the approval of the Minister of Finance with respect to the time and the terms 
and conditions. Since March 1999, following the enactment of changes to the Royal 
Canadian Mint Act, the aggregate of the amounts loaned to the Mint and outstanding at 


any time shall not exceed $75 million, an increase from the previous $50 million. 


2. Significant accounting policies 

a) Inventories 

Raw materials and supplies are valued at the lower of cost and replacement cost, cost being 
determined by the average cost method. Work in process and finished goods are valued at 
the lower of cost and net realizable value, cost being determined by the average cost method. 
b) Capital assets 

Capital assets are recorded at cost and depreciated under the straight-line method at the 


following annual rates: 


Land improvements 2 1/2% 
Buildings 2 1/2% 
Equipment 10% 
Hardware and software 20% 


co) Deferred revenues 

Payments received in advance on sales are not recognized as revenue until the products are shipped. 
d) Employee termination benefits 

Employees are entitled to specific termination benefits as provided under their collective 
agreement and terms of employment. The liability for these benefits is charged to income 
as benefits accrue to the employees. 

e) Pension plan 

Employees participate in the Public Service Superannuation Plan administered by the 
Government of Canada. The Corporation's contributions to the Plan were limited to an amount 
equal to the employees’ contributions on account of current services. Effective April 1, 2000 
the Corporation's contributions will increase to an amount reflecting the full cost of the 
employer contributions. This amount, expressed as a percentage of employee contributions, 
will fluctuate from year to year depending on the experience of the Plan. The Corporation's 
contributions represent the total pension obligations of the Corporation and are charged 
to operations on a current basis. The Corporation is not required to make contributions 
with respect to actuarial deficiencies of the Public Service Superannuation Account. 

f) Foreign currency translation 

Assets and liabilities denominated in foreign currencies are translated to Canadian dollars 
at the exchange rate in effect at the balance sheet date. Revenue and expense items are 
translated at average exchange rates during the year. Translation gains and losses are 


included in income for the year. 
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December 31, 1999 
3. Inventories 


(in thousands of dollars) 


Raw materials 
Work in process 
Finished goods 
Supplies 


4. Capital assets 


(in thousands of dollars) 


Land 

Land improvements 
Buildings 
Equipment 


Hardware and software 


5. Loans 


(in thousands of dollars) 


Cost 

$ 3,226 
914 

67,709 
70,412 
7,552 

$ 149,813 


Accumulated 

Depreciation 
$ = 

697 

18,855 

36,012 

5,045 

$ 60,609 


10 year loan due December 2007, semi-annual interest at 


5.840% with principal repayable in ten equal annual 


installments commencing December 1998 


Amortizing bond with two year interest holiday maturing 


December 2009, semi-annual coupon at 7.753% starting 


June 2000 with principal repayable in ten equal annual 


installments commencing December 2000 


Accrued interest on bond 


Less current portion of loans 
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$ 9,973 


1999 


Net 
Book Value 


Si ag 5226 
217 
48,854 
34,400 
2,507 

$ 89,204 


1999 


$ 8,000 


31,000 


2,978 
41,978 


5,302 
$ 36,676 


1998 


So 27072 
11,788 
10,903 

3,749 
$53,452 


1998 


Net 
Book Value 


$ 3,226 
231 

38,939 
19,070 
2,363 

$ 63,829 


1998 


$ 9,000 


31,000 


Ego2 


41,302 


1,000 


$ 40,302 


December 31, 1999 

6. Income tax 

The Corporation's 1999 income tax relates solely to the large corporations tax. The 
Corporation’s expected income tax rate is the net federal statutory rate (including surtax) 
of 39.12% less the manufacturing and processing deduction of 7.0%. The 1999 and 1998 
effective tax rates are zero, exclusive of the large corporations taxes, due to the utilization 
of previously unrecognized losses and the utilization of differences between the tax and 
accounting values of assets at the date the Corporation became subject to income tax. The 
Corporation has differences between the tax and accounting values of the assets during 
the year in the amount of approximately $0.1 million (1998- $22.4 million) the benefit of 
which have not been recognized in the accounts. The Corporation is not subject to 


provincial income taxes. 


7. Related party transactions 

The Corporation is related in terms of common ownership to all Government of Canada 
owned entities. The Corporation enters into transactions with these entities in the 
normal course of business, under the same terms and conditions that apply to unrelated 
parties. Transactions with the Department of Finance related to the production and delivery 


of Canadian circulation coins are generally carried out on a cost plus basis. 


8. Financial instruments 

The Corporation uses financial instruments such as forward contracts and options to 
reduce the risk of loss due to adverse movements in foreign exchange and metal prices. 
Precious metal options worth $5 million (1998 - $10 million) were outstanding at the end 
of the year to offset the exposure in options issued by the Corporation for guaranteed 
value coins. These options expired in January 2000. There were no foreign exchange forward 
contracts outstanding at the end of the year (1998 - $10 million). Gains or losses on these 
financial instruments are recognized in earnings over the period when the hedged items 
are recognized in earnings. In accordance with the Corporation’s investment policy, all 
counterparties for investments and other financial instruments are rated R-1 low or better 
by the Dominion Bond Rating Service or AA or better by Moody’s Investors Service. 
As at December 31, 1999 the Mint had invested $14,683,000 in short-term investments 
(1998 - $14,402,000). The carrying amounts of each investment approximate fair values 


because of their short-term maturity. 


9. Commitments 

In order to facilitate the production of precious metal coins and manage the risks associated 
with changes in metal prices, the Mint leases, on an ongoing basis, precious metals and pays 
lease charges based on market value. The metal under these contractual arrangements is 
not reflected in the Mint's statements. As at December 31, 1999, 207,889 ounces of gold, 
1,165,919 ounces of silver and 1,730 ounces of platinum were leased under these contracts 


(1998 - 148,588 ounces of gold, 1,190,684 ounces of silver and 7,590 ounces of platinum). 
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Statistics - Table 1 


< 
¢ 


Canadian c 
Vanadian C 


ulation coinage 


Fo ns ee ae et ek Ue au emn ae aeRO 
Total Total Total 
Pieces Pieces Pieces 
Coinage dated 1996 
$2 - - 12,193,000 
$1 - - 5 
50¢ es = = 
25¢ ~ - 717,000 
1o¢ - ~ 17,533,000 
5¢ = - 192,000 
I¢ = = = 
Coinage dated 1997 
$2 - — 16,942,000 
$1 - - - 
50¢ - - 387,000 
25¢ - - - 
10¢ 244,000 42,882,000 
5¢ - 781,000 26,573,000 
I¢ - 42,940,000 506,928,000 
Coinage dated 1998 
$2 383,000 4,926,000 ~ 
$1 ~ - ~ 
50¢ - 308,000 - 
25¢ - - - 
1o¢ 2,441,000 201,073,000 = 
5¢ 10,343,000 146,530,000 - 
I¢ 98,831,000 900,436,000 ~ 
Coinage dated 1999 
$2 25,130,000 - - 
$1 - - - 
50¢ 235,000 261,000 - 
25¢ 247,514,000 10,676,000 — 
10¢ 222,470,000 - - 
5¢ 104,206,000 - ~ 
I¢ 949,136,000 264,000 - 
Coinage dated 2000 
25¢ 18,891,000 ~ — 
Total (all dates) 
$2 25,513,000 4,926,000 29,135,000 
$1 _ ~ _ 
5o¢ 235,000 569,000 387,000 
25¢ 266,405,000 10,676,000 717,000 
1o0¢ 224,911,000 201,317,000 60,415,000 
5¢ 114,549,000 147,311,000 26,765,000 
I¢ 1,047,967,000 943,640,000 506,928,000 
Total 1,679,580,000 ___1,308,439,000 624,347,000 


(1) Figures are rounded to the nearest thousand pieces. 
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Statistics - Table 2 


5 


Canadian circulation coinage 


Cumulative production up to December 31, 1999 © (?) 


1996 1997 1998 1999 2000 
$2 375,483,000 16,942,000 5,309,000 25,130,000 - 
$1 17,101,000 - ~ - - 
50¢ 458,000 387,000 308,000 496,000 = 
25¢ 28,106,000 - — 258,190,000 18,891,000 
10¢ 51,814,000 43,126,000 203,514,000 — 222,470,000 - 
5¢ 36,686,000 27,354,000 156,873,000 104,206,000 - 
I¢ 445,746,000 549,868,000 999,267,000 __ 949,400,000 - 

(x) Total coins of each date and denomination, regardless of the calendar year in which they were produced. 

(2) Figures are rounded to the nearest thousand pieces. 
Statistics - Table 3 
enn 
Province 

City ® $2 $1 50¢ 25¢ 10¢ 5¢ I¢ 
Newfoundland 

St. John's - - — 1,854,000 1,842,500 ‘1,412,000 10,225,000 
New Brunswick 

Saint John 1,900,000 - — 8,750,000 4,830,000 4,712,000 25,052,500 
Nova Scotia 

Halifax 191,000 - — 6,192,000 8,912,500 3,874,000 42,707,500 
Quebec 

Montreal 2,644,000 - — 115,512,000 59,740,000 35,146,000 151,537,500 
Ontario 

Ottawa 2,636,500 - — 26,800,000 20,042,500 13,474,000 65,927,500 

Toronto 8,909,000 276,000 — 20,230,000 56,637,500 32,242,000 389,010,000 
Manitoba 

Winnipeg 143,000 - — 8,214,000 7,240,000 4,200,000 41,192,500 
Saskatchewan 

Regina 500,000 - —~ 4,168,000 4,022,500 = 2,592,000 25,520,000 
Alberta 

Calgary 761,500 - — 8,458,000 5,835,000 ~— 8,008,000 $7,665,000 

Edmonton 1,541,500 - — 15,732,000 13,315,000 8,734,000 56,285,000 
British Columbia 

Vancouver 4,357,000 = —~ 18,052,000 25,695,000 10,356,000 99,612,500 
Sundry 

persons “) 3,938,000 52,000 489,000 _ 25,462,000 345,000 680,000 757,500 


Total 


(x) Figures are rounded to the nearest thousand pieces. 


(2) The dates on the coins are not always the same as the calendar year in which they were issued. 


(3) The coins were issued to financial institutions in these cities. 


(4) The figures for Sundry persons do not include numismatic coinage purchases. 


27,521,500 328,000 489,000 259,424,000 208,457,500 125,430,000 965,492,500 
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Statistics - Table 4 


1999 
Pieces 
Platinum Proof Coin Set (999.5 Pt) 9) 434 
Platinum Proof Coin (999.5 Pt) 1/2 oz. - 
Platinum Proof Coin (999.5 Pt) 1/10 oz. 392 
.99999 Gold Coin 1,909 
22-Karat Gold Coin 6,402 
14-Karat Gold Coin 9,627 
Silver Aviation Cameo Coin Series — Part II 
Coin #7 CP-107 Argus - 
Coin #8 CL-215 Waterbomber - 
Coin #9 DeHavilland Canada DHC-6 13,341 
Coin #10 DeHavilland Canada DHC-8 13,367 
goth Anniversary Proof Silver Coin Set © - 
goth Anniversary Antique Silver Coin Set © ~ 
1998 Fine Silver Coin "Bethune" - 
Silver Lunar Cameo Coin Series 72,453 
10 Ounce Silver Maple Leaf Coin - 
Proof Silver Dollar 120,896 
Brilliant Uncirculated Dollar 63,881 
Proof Set # 90,249 
Specimen Set 91,890 
Uncirculated Set 192,139 
Tiny Treasures Uncirculated Gift Set ©) 63,377 
Oh Canada! Uncirculated Gift Set © 77,985 
50 Cent Sterling Silver Proof Coins (Canadian Sports Firsts) 42,963 
50 Cent Sterling Silver Proof Coins (Discovering Nature Series) 79,835 
International Year of Older Persons—1999 Proof Silver Dollar 22,866 
Millennium Collection 
1999 Millennium Souvenir Set 7 1,445,150 
1999 Millennium Commemorative Set 7 58,246 
1999 Millennium Chinese Dragon Commemorative Set 6,694 
1999 Millennium Sterling Silver Proof 25—Cent Coins 113,645 
1999 Nunavut Gold $2 Coin 4,088 
1999 Nunavut Proof $2 Coin 39,638 


(1) Coins reported as issued are not necessarily all delivered in the same calendar year and therefore 


do not correspond to reported sales. 
(2) Revised figures. 
(3) Four-coin set. 
(4) Eight-coin set, including a $2, $1, (925 Ag) and a $1 (aureate). 
(5) Seven—coin set. 
(6) Five—coin set. 


(7) Twelve—coin set plus Millennium medallion. 
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1998 ® 
Pieces 


661 
194 
664 
1,999 


7149 
11,220 


18,376 
24,893 
65,831 
68,888 
13,533 
130,795 
81,376 
93,632 
67,697 
145,439 
61,927 
84,410 
56,428 
133,310 


Statistics - Table 5 


1999 1998 
Gold Maple Leaf coinage 
$50 (9999 Au) 627,067 593,704 
$20 (9999 Au) 32,380 32,683 
$10 (9999 Au) 24,732 21,368 
$5 (9999 Au) 70,992 30,194 
$1 (9999 Au) 3,142 2,213 
Total (ounces) 758,313 680,162 
Platinum Maple Leaf coinage 
$50 (9995 Pt) 3,248 10,403 
$20 (9995 Pt) 394 2,743 
$10 (9995 Pt) 523 954 
$5 (9995 Pt) 408 ot 
$1 (9995 Pt) 200 100 
Total (ounces) 45773 14771 
Silver Maple Leaf coinage 
$5 (9999 Ag) 1,229,442 591,359 
Total (ounces) 1,229,442 591,359 
Statistics - Table 6 
Be ee ee ee Se eS SS SS See 
Gross Refined gold Refined silver 
weight (9999) produced (999) produced 
(Troy ounces) (Troy ounces) (Troy ounces) 
1999 1998 1999 1998 1999 1998 
Deposits from 
Canadian Mines 
Quebec 311,855 438,756 200,928 = 301,533 755223 93,194 
Ontario 610,175 616,856 503,411 517,769 71,507 68,373 
Saskatchewan 8 IO 2 4 I 2 
British Columbia 26,399 54,7604 20,191 40,840 4,451 10,147 
Northwest 
‘Territories - 9,477 - 7,405 ~ 1,380 
Total 948,437 1,119,863 7245532 867,551 151,182 173,096 
Deposits from 
other sources 1,319,193 1,932,140 _1,122,518 1,758,279 61,160 54,039 
Total 2,267,630 3,052,003 1,847,050 _ 2,625,830 212,342 227,135 


(1) These figures refer only to the silver produced as a by-product of the refining of gold. 


(2) Expressed in terms of Troy ounces of fine gold. 
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